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GOVERNMENT IN BUSINESS 
(H. R. 8832, H. R. 9834, H. R. 9935, and H. R. 9890) 





WEDNESDAY, JULY 14, 1954 


House or REPRESENTATIVES, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 


The committee met, pursuant to call, at 10:06 a. m., in room 429, 
Old House Office Building, Hon. Clare E. Hoffman, chairman of the 
committee, presiding. 

The CHatrMan. The committee wil] be in order. 

Without objection, H. R. 8832, H. R. 9834, H. R. 9835 and H. R. 
9890 will be made a part of the record at this point. 

(The bills, H. R. 8832, H. R. 9834, H. R. 9835, and H. R. 9890, are 
as follows:) 

(H. R. 8832, 83d Cong., 2d sess.] 


A BILL To terminate or limit those activities of the Government which are conducted in competition with 
private enterprise, to establish the Anti-Government Competition Board, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 
SHORT TITLE 


SecTION 1. This Act may be cited as the ‘‘Anti-Government Competition 
Act’’. 
DECLARATION OF POLICY 


Sec. 2. The strength of this Nation rests on the free enterprise economic system- 
The framers of the Constitution of the United States never intended that this 
Government should compete with its people in the carrying on of business activity. 
This Government is now engaged in over one hundred business-type activities 
in competition with its people, such as the operation of hotels, railroads, tugboats, 
and banks; the manufacture of paint, rope, chain, fertilizer, ice cream, rum, cloth- 
ing, spectacles, and false teeth; coffee roasting; radio and telecommunications and 
many others. Such Government competition tends to destroy initiative on the 
part of the people and to restrict the normal growth and expansion of private 
enterprise. It further deprives the people of opportunities for private employ- 
ment and enterprise thereby reducing their ability to pay taxes without which 
the Government cannot exist. It is the declared policy of the Congress that the 
Government shall get out and stay out of business-type competition with its 
people wherever consistent with the national health and security. 


CREATION OF ANTI-GOVERNMENT COMPETITION BOARD 


Sec. 3. In order to carry out the policies of this Act there is hereby created a 
board to be known as the ‘“Anti-Government Competition Board’ (hereinafter 
referred to as the “Board’’). The Board shall be under the immediate direction 
and supervision of the President and shall not be subject to the jurisdiction or 
control of any other department, agency, establishment, or instrumentality of the 
Federal Government. The principal office of the Board shall be located in the 
District of Columbia. 


DEFINITION OF GOVERNMENT COMPETITION 


Sec. 4. For the purposes of this Act Government competition shall be deemed 
to be any business-type activity of the Government which is, or normally can be, 
engaged in by the people. 


1 
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GENERAL AUTHORITY OF BOARD 





gs necessary to carry 
out the provisions of this Act including, but without being limited to, the au- 
1) to prescribe such rules and regulations as it deems necessary govern- 
g the manner of its operation and its organization and personnel; 

2) to collect, collate, and analyze information received from Government 


departments, agencies, esta hments, and instrumentalities with respect to 


) publish such information and the results of such other studies as it 


ma make 


to consult and cooperate with officers of the Government supervising 
( ernment competition in order to determine the practicability of limiting 
terminating ch competition and to suggest where appropriate the 
ition of private 1 lities, products, or services lieu thereof; 
appraise the various programs and activities of the Government 
the light of the policy declared in section 2 of this Act for the purpose 
f determining the extent to whicl ich programs and activities are con- 
it to the advancement of ch policy and to make recommendations 
he President with respe thereto; and 
6) to establish such advisory committees and to consult with such repre- 
entatives of ind stry agT ilture. lal Or col mers ind other £roups, as 
1e¢ l Die 
SPECI POWERS 
SI 6. The Roard shall have the authority to require all Government depart- 
ments, agencies, establishments, and instrumentalities to transmit to the Board 
such information with respect to Government competition as the Board may deem 
desirable in carrying out the purposes of this Act including, but not limited to, 
he fol £ 


] \ detailed descript on of eacl activity cor sidered to be Government 


ach such activity 
ailable financial information with respect to each such 
Government's capital investment therein and total 
SD! d expendit res thereon; 

1) The customers or consumers of the procucts or services of each such 
activity; and 

(5) The number of officers and employees (both civilian and military) 
employed directly in connection with each such activity. 





NEW GOVERNMENT COMPETITION 


Before undertaking any new Government competition or requesting or 
expending funds for any new Government competition it shall be the duty of each 
Government department, agency, establishment, or instrumentality, planning 
such activity to submit a report to the Board, in such form as the Board may 
prescribe, describing in detail the proposed Covernment competition. No such 
activity shall be undertaken or funds expended in pursuance thereof until thirty 
days after such report has been made to the Board. It shall be the duty of the 
Board during such thirty-day period to make a recommendation to the President 
as to whether such contemplated activity should be undertaken, bearing in mind 
the declaration of policy contained in section 2 of this Act: Provided, however, 
That this section shall not apply to any Government competition being carried 
on on the effective date of this Act or to any Government competition hereinafter 
specifically authorized by the Congress 


PUBLIC HEARINGS 


8. The Board shall hold public hearings to hear or receive stavements from 
persons or groups with respect to Government competition and its effect on 
nomy or on any industry, occupation, or region Where any such state- 
ment in the opinion of the Board raises a substantial possibility that such activity 
of the Government is not consistent with the declaration of policy set forth in 
section 2 of this Act, the Government department, agency, establishment, or 
instrumentality supervising such activity shall be required to appear before the 
Board and set forth the reasons why such activity should not be curtailed or 
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SEMIANNUAL REPORTS TO PRESIDENT AND CONGRESSIONAL OFFICERS 


Sec. 9. The Board shall make a re port on every six months of operation ul ler 
this Act to the President, the President of the Senace, and the Speaker of the House 
of Representatives. Such report shall include a list of all Government comps ion, 


an analysis of statements received from private persons or groups at public hear- 
ings or otherwise with respect to Government competition, together with their 
disposition and such other information, comments, and recommendations for the 
continuation, curtailment, or liquidation of Government competition as the Board 
may deem appropriate. 
COMPOSITIO 

sec. 10 The Board shall he compose 1 of four me bers as follow the Secretary 
of Comme rce, the Seere tary of the Treasury, the ¢ omptroller General of the | ited 
States, and the Director of the Bureau of the Budget, or their dulv designated 
deputies The Secretary of Commerce shall be Chairman of the Board The 
perso! el necessary to ecarrv out the functior of the I ard shall be provide lL by 
the Executive Office of the Preside: wny expense incurred by the Poard in 
carrving out its functions hereunder shall be charged to the I xecutive Office of 
the President 
UTILIZATION OF OTHER GOVERNMENT DEPARTMENT AGENCII I rABLISHS 


AND INSTRUMENTALITII 


Sec. 11. The Board shall, to the fullest extent possible, utilize the services, 
facilities. and information (ineluding statistical informatio1 of other Govern 
ment departments, agencies, establishments, and instrumentalities, as well as of 


private research agencies, in order that duplication of effort may be avoided 


EFFECTIVE DATE 


Src 12. This Act shall take effect on the first dav of the first calendar month 
following the date of its enactment. 


[H. R. 9834, 83d Cong., 2d sess.] 
A BILL To provide for taking the Federal Government out of competition with private enterprise 


de it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Direetor of the Bureau of the Budget 
shall submit to the Congress on the ——th day of January in each year a list of 
all activities of the Federal Government which compete with unsubsidized private 
enterprise and which can be terminated without seriously impairing Government 
activities which do not compete with unsubsidized private enterprise. 

Sec. 2. This Act, except the first section, is enacted 

(1) as an exercise of the rulemaking power of the Senate and House of 
tepresentatives, respectively, and as such it shall be considered as part of the 
rules of each House, respectively, but applicable only with respect to the 
procedure to be followed in such House in the case of termination bills; and 
such rules shall supersede other rules only to the extent that they are in- 
consistent therewith; and 

(2) with full recognition of the constitutional right of either House to 
change such rules (so far as relating to the procedure in such House) at any 
time, in the same manner and to the same extent as in the case of any other 
rule of such House. 

Sec. 3. As used in this Act, the term “termination bill’ means only a bill or 
joint resolution of either of the two Houses of the Congress, which provides that 
any or all of the activities on the most recently filed list referred to in the first 
section of this Act shall be terminated, suspended, or restricted. 

Sec. 4. (a) Each termination bill shall be referred to the Committee on Gov- 
ernment Operations of the Senate or of the House of Representatives, as may be 
appropriate. 

(b) Each list referred to in the first section of this Act shall be referred to the 
Committee on Government Operations of the Senate or of the House of Repre- 
sentatives, as may be appropriate 


5,4 
Sec. 5. (a) If the committee to which has been referred a termination bill has 
not reported it before the expiration of calendar days after its intro- 
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ducti it shall then (but not before) be in order to move to discharge the com- 
mittee from further consideration of such termination bill 

b) Such motion may be made only by a person favoring the termination bill 
shall be highly privileged (except that it may not be made after the committee 
has reported a termination bill with respect to the same subject), and debate 
thereon shall be limited to not to exceed one hour, to be equally divided between 
those favoring and those opposing the resolution. No amendment to such motion 
shall be in order, and it shall not be in order to move to reconsider the vote by 
which such motion is agreed to or disagreed to 

Cc if the motion to discharge 18 agreed to or disagreed to, s ich motion may not 
be renewed 

Sec. 6. (a) When the committee has reported, or has been discharged from 
further consideration of a termination bill, it shall at any time on or after the 
twentieth calendar day thereafter be in order (even though a previous motion to 
the same effect has been disagreed to) to move to proceed to consideration of such 
termination bill. Such motion shall be highly privileged and shall not be debatable. 
No amendment to such motion shall be in order and it shall not be in order to 
move to reconsider the vote by which such motion is agreed to or disagreed to. 

b) Debate on the termination bill shall be limited to not to exceed ten hours, 
which shall be equally divided between those favoring and those opposing the 
termination bill. A motion further to limit debate shall not be debatable. 

Src. 7. (a) All motions to postpone, made with respect to the discharge from 
committee, or the consideration of, a termination bill, and all motions to proceed 
to the consideration of other business, shall be decided without debate 

b) All appeals from the decision of the Chair relating to the application of the 
rules of the Senate or the House of Representatives, as the case may be, to the 
procedure relating to a termination bill shall be decided without debate. 


{H. R. 9835, 83d Cong., 2d sess 


A BILI provide for the ter nation of Government operations which are competition with private 
enterprise 


Be it enacted bu the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Termination of 
Federal Commercial Activities Act”’ 

Sec. 2. The Congress hereby declares that the policy of the Federal Govern- 
ment should be at all times the encouragement of private enterprise. Certain 
activities of the Federal] Government have developed which tend to discourage 
private enterprise, in that the Federal Government is engaging in commercial and 
industrial ac tivities in direct competition with activities engaged in by private 
persons for profit. These commercial activities engaged in by the Federal Gov- 
ernment deprive governments at all levels of tax revenues, and by competing 
with private enterprise, weaken the strength of our national economic system. It 
is therefore the purpose of this Act to provide for the termination, to the maximum 
feasible extent, of all commercial activities engaged in by the Federal Government 
in the United States which compete with private enterprise. 

Sec. 3. As used in this Act- 

1) the term “commercial activity’? means any commercial or industrial 
activity performed by the Federal Government which is directly in competi- 
tion with activities engaged in by private persons for profit; and 

(2) the term ‘“‘United States’’ means the several States, Alaska, Hawaii, and 
Puerto Rico. 

Sec. 4. The President shall examine and from time to time reexamine each 
commercial activity engaged in by each department, agency, and independent 
establishment in the executive branch of the Government snd shall determine 
what the effect, if any, on essential activities of the Federal Government would be 
of terminating such commercial activity. 

Sec. 5. Whenever the President, after investigation, finds that any commercial 
activity engaged in by the Federal Government in the United States can be carried 
on by private enterprise without substantially impairing essential activities of the 
Federal Government, he is authorized to terminate such activity. In the course 
of terminating commercial activities under this Act, the President may— 

1) modify or abolish functions and activities, 
(2) transfer functions and activities among departments, agencies, and 
independent establishments in the executive branch of the Government, and 
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(3) provide for the transfer or other disposition of records, property, 
personnel, and unexpended balances of appropriations, 
to the extent necessary to effectuate such termination. 


_—_——— 


[H. R. 9890, 83d Cong., 2d sess.) 


A BILL To establish a Federal policy concerning the termination, limitation, or establishment of business- 
ype operations of the Government which may be conducted in competition with private enterprise, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


SHORT TITLE 
Section 1. This Act may be cited as the “Anti-Government Competition Act’’. 
DECLARATION OF POLICY 


Sec. 2. The strength and welfare of this Nation rest upon an economic sys- 
tem in which private enterprises compete freely among themselves with a mini- 
mum of direct Government competition. This system produces and distributes 
the goods and services vital to our national security and essential to the mainte- 
narce of an ever-rising standard of living for the American people. When the 
Government unwarrantedly engages in business-type operations competitive with 
private enterprise, it tends to destroy initiative on the part of the people and to 
restrict the normal growth and expansion of private enterprise. It further 
deprives the people of opportunities for private employment and enterprise. 
Therefore, it is declared to be the policy of the Congress that the Federal Govern- 
ment shall not engage in business-type operations competitive with private enter- 
prise except where it can be demonstrated that it is necessary for the Government 
itself to perform such operations in furtherance of national programs and ob- 
jectives legally established. To the degree that present Government business- 
type operations may be carried on in a manner inconsistent with this policy, they 
should be terminated or limited in accordance with appropriate law, and the 
Government should avoid such competition. Whenever new Government busi- 
ness-type operations are proposed to be established, they, likewise, should be 
measured against this policy and should not be established unless thoroughly 
consistent with this policy. 


INSTRUCTION, RULES, AND REGULATIONS 


Sec. 3. The President shall, from time to time, issue such instructions, rules, 
and regulations for the termination, limitation, or establishment of business-type 
operations in the executive branch of the Government as he may deem appro- 
priate for carrying out the policy declared in section 2 of this Act. 


PUBLIC COMPLAINTS OF GOVERNMENT COMPETITION 


Sec, 4. It shall be the duty of the Secretary of Commerce, acting under the 
instructions, rules, and regulations issued by the President, to receive from the 
public and examine specific complaints of Government competition with private 
enterprise and, where the facts warrant, consult and cooperate with officers of the 
Government supervising the Government business-type operations complained 
about in order to suggest, where appropriate, the termination or limitation of 
Government competition through the utilization of private facilities, products, 
or services in lieu thereof. 


NEW GOVERNMENT BUSINESS-TYPE OPERATIONS 


Sec. 5. Before establishing any new Government business-type operations which 
may be competitive with private enterprise or requesting or expending funds for 
such operations, it shall be the duty of each Government department, agency, 
establishment, or instrumentality, planning to establish such operations to submit 
a report to the Director of the Bureau of the Budget, in such form as he may 
prescribe, describing in detail the proposed new Government business-type 
operations. It shall be the duty of the Director of the Bureau of the Budget to 
make a recommendation to the President as to whether such contemplated opera- 
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all levels of tax revenues, and by competing with private enterprise, weaken the stre 
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in by the Federal Government in the United States which compete with private 
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The CHarrmMan. Mr. Ward, you have a statement from Mrs. 
Harden, the chairman of the Subcommittee on Interecovernmental 
Relations? 

Mr. Warp. Yes, Mr. Chairman. She wants to put it in the record 
as she had to leave for another committee meeting, 

The CHatrRMAN. That will be inserted in the record. 

[rs. Harden’s prepared statement is as follows: 


STATEMENT OF Hon. Ceci, M. Harpe? REPRESENTATIVE IN CONGRESS FROM 
rHE STATE OF INDIANA 


It is a pleasure for me to see the results of 2 vears of intensive work by the 
Intergovernmental Relations Subcommittee come to fruition in the full committee 
in the form of bills designed to take the Government out of unnecessar competi- 
tive commercial enterprise 

The founding fathers had genuine reasor easoned by experience, to fear an 
enormous, all-powerful, centralized government tL xperiences with the mother 


country created a lasting impression and a determination upon the framers of the 
Constitution to avoid the mistake experience 1 uncer the | ritish ¢ overnment, 
According] , the Constitution was framed to create an balance of powers among 
the three branches so on one would beco're dominant Later the 10th amend- 
ment restricted central powers in these words: 
ihe powers not delegated to the United States by the Constitution, nor pro- 
hibited by it to the States, are reserved to the States 1 spectively, or to the people.” 
Through the vears the central government has grown in size, with the addition 
of States, the increasing complexity of modern civilization, and the stress of wars 
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and emergencies especially during the past three decades. New departments and 
agencies have been established and each in turn has added auxiliary functions 
often of an operational nature which have taken them into the field of commer- 
cial enterprise 

If we stop to consider, however, the Federal Government must be sustained 
from taxes derived from individuals engaged in profitable enterprise. The role 
of government obviously is to govern and not to be in business. Our experience 
in studying this matter during the 2 vears has convinced me, as I am sure it has 


all the members of the subcommittee, that the time for programed action is at 
hand 
I hope that the current hearings on these three important bills will produce 


permanent and positive methods of treating with existing commercial activities 
and preventing the development of new ones 

The CuatrMan. Do you care to make any statement, Mr. Osmers? 

Mr. Osmers. Mr. Chairman, I will also give you a statement which 
can be inserted in the record. 

The CuarrMan. That will be made a part of the record. 

Mr. Osmers’ prepared statement is as follows:) 


STATEMENT OF Hon. FRANK C. Osmers, JR., A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF NEw JERSEY 


Mr. Chairman: for a generation the Congress has been attempting to do some- 


thing in a practical way to terminate or limit unnecessary Government competition 
with private enterprise and free labor The Harden subcommittee, of which I 
have the honor to be a member, has been studying the problem during almost the 
entire life of the 83d Congress During the work of this committee, it became 


increasingly apparent to me that the work of the Harden committee, fine though 
it is, would be filed away with the results of the Bonner committee of the 82d 


Congress and the Shannon committee back in 1932 \fter a great deal of effort 
and investigation, on April 14 of this year, I introduced H. R. 8832, which I 
believe was the first practical proposed statutory effort to get the Government 
out and to keep it out of unnecessary competitive business-type activities 


I would like to read the declaration of policy contained in section 2 of H. R. 
8832: 
VECLARATION OF POLICY 


“Sec. 2. The strength of this Nation rests on the free enterprise economic 
svstem The framers of the Constitution of the United States never intended that 
this Government should compete with its people in the carrying on of business 
activity. This Government is now engaged in over one hundred business-type 


activities 1n competition with its peopl such as the ope ration of hotels, railroads, 


tugboats, and banks: the manufacture of paint, rope, chain. fertilizer, ice cream, 
rum, clothing, spectacles, and false teeth; coffee roasting; radio and telecommunica- 
tions and many others. Such Government competition tends to destroy initiative 
on the part of the people and to restrict the normal growth and expansion of 
private enterprise. It further deprives the people of opportunities for private 
employment and enterprise thereby reducing their ability to pay taxes without 
which the Government cannot exist. It is the declared policy of the Congress 
that the Government shall get out and stay out of business-type competition with 
its people wherever consistent with the national health and security.” 

I will not attempt to repeat here the many arguments that have been made 
before the Harden subcommittee, or that have appeared in its reports. Suffice 
it to say that no witness has yet come forward in favor of the Government 
competing with its citizens 

The committee has before it four bills: H. R. 8832, introduced by me, H. R. 
9834 and H. R. 9835 introduced by you, Mr. Chairman, and H. R. 9890 which 
I introduced last evening. H. R. 8832 has a companion bill in the Senate 8S. 
3547. While some have objected to this bill because it creates another board 
which reports to the President, I am of the firm opinion that it is the best of the 
bills under consideration. The Board would be composed of four members, the 
Secretaries of Commerce and the Treasury, the Comptroller General of the 
United States and the Director of the Bureau of the Budget. For obvious 
reasons this Board would be ideally constituted for the subject matter to be 
considered 

H. R. 8832 provides that the Board shall receive complaints from private 
business or labor, hold public hearings, make semiannual reports to the Presi- 
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dent and the officers of Congress with recommendations, review contemplated 
new Government competitive activities. The Board would have the authority 
to require other Government departments, agencies, etc., to furnish information 
on the subject. H. R. 8832 also contains what I believe to be an excellent defini- 
tion of Government competition. It is: 


“DEFINITION OF ‘GOVERNMENT COMPETITION’ 


“Sec. 4. For the purposes of this Act Government competition shall be deemed 
to be any business-type activity of the Government which is, or normally can 
be, engaged in by the people.” 

H. R. 9834 would change the rules of the House and Senate and would provide 
for the termination of business-type activities by an individual bill for each 
activity in a somewhat similar manner as the handling of reorganization plans. 
This approach seems wholly impractical and unrealistic, Mr. Chairman, as it 
does not provide for the exercise of prudent judgment in each case. The process 
would disrupt the executive department and in a sense deprive that department 
of some of its constitutional prerogatives. 

H. R. 9835 is a simple declaration of policy. While it is important for Con- 
gress to make a declaration of policy, business and labor in this country, are 
entitled to something more in this field than a mere declaration. 

H. R. 9890 is a bill which I introduced yesterday and is in line with suggestions 
received from the executive department. It is an excellent bill and is very much 
along the lines of H. R. 8832. H. R. 9890, Mr. Chairman, contains four elements: 
First, it states a declaration of policy; second, it directs the Secretary of Com- 
merce to receive complaints from private business and labor, and to investigate 
them; third, it requires all Government departments to submit plans for new 
business-type activities to the Director of the Budget for his approval, and the 
fourth, it requires the President to make an annual report to Congress on the 
progress made by the executive department in carrying out the declared policy 
of Congress. In my opinion, Mr. Chairman, any bill in this field to be effective 
and constructive must contain these four elements. 

I want to take this opportunity to state for the record that the Eisenhower 
administration has made an outstanding start in attempting to end unnecessary 
Government competition. I also want to pay tribute to Congresswoman Harden, 
our distinguished colleague from Indiana, for the fine leadership she has given to 
her subcommittee in its work in this field. Ray Ward, who heads the subcom- 
mittee staff, has made an extremely valuable contribution to the work of the 
committee and has been a great help to me in my search for a legislative remedy. 

In bringing this brief statement to a close, Mr. Chairman, I can think of no 
more appropriate words than those of Abraham Lincoln: ‘‘The legitimate object 
of government is to do for the people what needs to be done, but which they cannot 
by individual effort, do at all, or do so well, for themselves.” 


The CuHarrMan. I might say to the winesses who are here that 
I owe them an apology for the request that went out for testimony 
and which limited the time to 5 minutes. That wasn’t the intention, 
although undoubtedly I so advised Mr. Ward, who sent the wires. 
The Harden subcommittee has been holding hearings. How many, 
Mr. Ward? 

Mr. Warp. Four volumes. 

The CuatrMan. And how many pages of testimony, approximately? 

Mr. Warp. About 1,600, I would say; something like that. 

The CHArrRMAN. So, we see that the subcommittee has been fairly 
well advised of the situation. 

It has always been my opinion that it is the height of absurdity for 
the Government to engage in any business which individuals or 
business organizations can transact. This is for the very simple 
reason that without the taxes which are paid by the individuals and 
workers, and by the business people, the Government couldn’t exist. 
So, why commit financial suicide by continuing and extending Gov- 
ernment operations? 

From my own viewpoint, I see no necessity for legislation. The 
executive departments can take care of the situation if they desire 
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to do so. Every year the Bureau of the Budget O. K.’s requests to 
the Congress for funds to the various departments, without the 
appropriation of which they couldn’t engage in the business. 

Do you want to say something, Mr. Condon? 

Mr ("ONDON No | would just as soon have the witnesses come on, 

The CuHarrMAn. Who is the first witness vou want, Mr. Ward? 

Mr. Warp. Congressman Curtis. 

The CHarrmMan. All right 

Mr. Warp. Congressman Curtis 

The CuarrmMan. Mr. Curtis, our colleague from Missouri. 
Mr. Curtis. Where does one sit here? 
The (CHAIRMAN Anyvw here you choose. 
Mr. Curtis. Thank you 
The CHairnMAan. While this is the committee having the widest 
jurisdiction of any committee in the House, and in the opinion of some 
of its members is the most 1 portant, there is no formality, no particu- 
lar procedure which we follow 

Mr. Curtis. May I begin, Mr. Chairman? 

The CHAIRMAN. Any time it sults you 


Mr. Curtis, of Missouri. Thank you 


STATEMENT OF HON. THOMAS B. CURTIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSOURI 


ant to commend the comn ittee for the work it has been continu- 
‘ ] ‘ ] 
We oO do 1D is field otf Governirent in business 
\ t |} chairman knows. | served on this committee In the last 
Coneress a I was on the subcommittee, the Bonner subcommittee 
then. whi s going into military procurement and supply, and 
othe! spects of Government | curemepnt and ipply, and we went 
Y 1 \ \ } 
a ! I qd, an i KRLOW \Ih Ra Ward the counsel of 


beommittee, did a great deal of the work on that com- 
mittee, and the Harden subcommittee, whose activities I followed 
ve closely, has been going into this subject further 

I am happy to see that Mi Osmers has reduced this matter to bill 
form so that we can actually move ahead in this field 

The first thing I would like to state is to emphasize with figures the 


tremendous problem that we do have, I am going to quote from the 
Tax Foundation’s bulletin, Facts and Figures on Government Financ- 
ne 1952 to 1953, and on page 22, their Table No. 16—Estimated 
national wealth in current and 1929 dollars, and continued on those 
two pages, pages 22 and 23 Under the line of the vear of 1929 public 
wealth was $43.6 billion and private wealth was $375.5 billion. 

In 1948, which is the last column for which we have complete 


1 


figures, although there are incomplete figures for 1951, public wealth 
was 126 billion: private wealth 671 billion. 

For the vear 1951, on the incomplete basis, we can see that the trend 
is continuing along the same lines. 

Now, the significant figures are the ratios, and by taking the ratio 
of public wealth to private wealth in 1929 and 1948, for the last 

ar—we eliminate any factor, dollar factor, as to the value of the 
dollar because it is purely ratio—the ratio wil) show private wea)th 
to public wealth is 9 to 1. That ratio declines to 1948 to a ratio of 
only 5 to 1 and, as I again say, for 1951, on the incomplete ficures, 





GOVERNMENT IN BUSINESS 11 


there is an indication that it would be below the ratio of 5 to 1. In 
other words, in a period of some 20 to 25 years, the ratio of private 
wealth to public wealth has declined from a 9-to-1 ratio to a less 
than 5-to-1 ratio. 

Our tax base essentially is the private capital investment because 
when public capita] investment goes in there is no taxes on that and 
essentially our activity in this country is always going to be private 
capital investment as far as the tax base is concerned. 

So, if we have a tax a roughly of 9, your tax rate can be 3, and 
you have a tax take of 27. If your tax base is only 5, vou have to 
have a tax rate of over 5 in order to get the equivalent 27. 

I think that indicates by figures exactly the tremendous field that 
this committee is digging into—in other words, how has the Gov- 
ernment moved into the field of social endeavor, let’s say, to the 
exient that a ratio of private to public wealth is reduced from a 9-to-1 
ratio to a 5-to-1 ratio—and that is one thing I think, of course, we 
have to examine very carefully. 

My own conclusions are, of course, that we have to move out, 
move Government out of these fields and get those endeavors back 
into the private enterprise field and back into the tax base. 

If we do that, incidentally, we can reduce our tax rate, reduce 
taxes, and still have the wherewithal to carry on our defense program. 

The second reason | think this field is very necessary to go into is 
simply on the basis of personnel, personnel practices. 

Regardless of what the endeavor might be, whether it is making 
shoes or roasting coffee, human beings have to do the job, with what 
machinery they have. If private enterprise is doing the job, it is 
doing it under the personnel practices of private enterprise. If 
Government is doing it, it has to do it under the civil service system 
of personnel practices, which I submit is, at best, a compromise 
system because we, all of us, a“ aware of what can happen if spoils 
politics operates in the field of Government personnel practices; and 
for that reason all of us have been behind a system of civil service, 
but in adopting this method of personnel practices we sacrifice a 
great deal of efficiency. 

We all are familiar with the problems we have in trying to run vari- 
ous enterprises through a personnel system of civil service, and I 
i ioht say to those wiio are interested in the great An erican unions In 
this country—and I, myself, am deeply interested in them—I question 
their wisdo n to encourage Governtrent to @o into these fields beeause 
just as soon as Government goes into these fields the personnel that 
has to do the work is imm ediately under civil service and, so, not under 
the great private-enterprise system where these men can be members 
of unions, where a man has the basic right, the right to strike, because 
as soon as he is a Govern ent en plovee that right to strike is consider- 
— whittled down. 

I raise this other question of the wisdom of Government moving 
oe these fields. 

Now, when our subco nn ittee in the last Congress had its final 
hearings one of the points I made a great deal of was the fact that these 
govern rental projects that the Government moved into had no ac- 
counting systein where we could ever estimate what their cost was. 

One of the things we examined in St. penn Mo., was this optical 
shop that the United States Army was running, the largest optical 

51144—54- 
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shop in the world, and it was obvious, from questioning, that they had 
no idea what the costs were. In fact, I asked how they estimated the 
depreciation on machinery, and they said they didn’t estimate it be- 
cause they had to come before C ongress under a different kind of 
appropriation in order to get new machine ry when the old machinery 
had worn out. 

We had the same situation when this committee went into the big 
field of coffee roasting, which was only an example of some of the 
enterprises that Government had gone into. We were unable to tell 
the cost because the accounting systems adopted in this instance by 
the United States Navy and other defense establishments were such 
that no one could tell what was being done. 

Another big field that the military in particular had moved into 
was the distributive field. Apparently they had gone on the theory, 
as I have paraphrased it, that if you could buy a hammer or, say, a 
million hammers at 50 cents a hammer at the factory they would save 
50 cents a hammer over buying a hammer at a dollar a hammer at 
the retail outlet where the particular defense base was where they 
needed the hammer, ignoring the tremendous American distributive 
system, which, in my opinion, is just as great and miraculous a thing 
as our mass productive system, of how do you get hammers from the 
factory out to the using unit; and again digging into that big field we 
found that the military establishments had no concept at all of the 
costs involved of transportation, warehousing, and all the tremendous 
details that go into distributing material from the factory to using 
units. 

Of the suggestions I made at the time of our last committee hearings 
one was that we do get proper accounting systems so we know what it 
is costing us. 

That is the No. 1 thing. 

Then, No. 2, there should be a place where industry, private enter- 
prise, could go and complain to the Government and say, ‘‘We could 
do this cheaper,”’ and then have their case heard. 

As it is presently set up, business, small or large, has a difficult 
time knowing where to go to register their complaint. If they go to 
the military establishme: nts, the: y actually are going before a group 
that you might say has a special interest in preserving their own 
situation. 

[ am going to conclude my remarks by pointing out exactly that 
situation. 

In St. Louis, Mo., a small concern which had been manufacturing 
24 twin-mount gun shields for the Navy, and done a very good job, 
suddenly found out that the Navy had withdrawn, the Bureau of 
Ordnance had withdrawn, a request to bid on an additional 24 of these 
units; and I inquired into it in their behalf and found out that the 
reason was that they were turning the work over to the Naval Gun 
Factory. 

As I pointed out, this St. Louis organization already had the dies 
and the patterns, the jigs and the know-how to make these, and it was 
obvious that the Naval Gun Factory, which was not making them, 
was going to have to spend a lot more money in order to be set up 
to do it. 

The answer, gentlemen, that the Assistant Secretary of Navy, 
Mr. Fogler, gave in his letter to me of June 22, 1954—and I have 
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turned this file over to the committee; so they have it—was that they 
needed this work at the Naval Gun Factory in order to keep the Naval 
Gun Factory going. 

The CuarrMan. Would the gentleman yield there? 

Mr. Curtis of Missouri. Yes. 

The CHarrman. Does the Naval Gun Factory pay taxes? 

Mr. Curtis of Missouri. No; it doesn’t. 

The CHatrmMan. Where do they get the money to operate? 

Mr. Curtis of Missouri. Well, they get—— 

The Cuarrman. You are on the Appropriations Committee; are 
you not? 

Mr. Curtis of Missouri. No. J am or the Ways and Means 
Committee. 

The CHartrman. That is right. 

Mr. Curtis of Missouri. The Ways and Means Committee has the 
job of trying to figure out how we are going to get the taxes to do all 
these things. 

The CuarrMan. We would be interested in your telling us how the 
Naval Gun Factory could get the money. 

Mr. Curtis of Missouri. I went into that, as the chairman knows, 
and the committee knows, in our Jast Congress, and the interesting 
thing is that the Military Establishment has gotten these tremendous 
funds through the maintenance item in their budget. 

The Cuarrman. Did your local factory contribute to that fund? 

Mr. Curtis of Missouri. Yes; in taxes. 

The CaarrmMan. Through taxes? 

Mr. Curtis of Missouri. Yes. 

The CuarrMan. And the workers? 

Mr. Curtis of Missouri. Yes; they did. 

Now, here is the fina] payoff on this particular situation in the gun 
factory——— 

Mr. McCormack. When did that happen? 

Mr. Curtis of Missouri. This is current. The date of the Assistant 
Secretary of the Navy’s letter is June 22, 1954. 

This isn’t one sdnailaniateadinns over the other. 

Mr. McCormack. Please, now, don’t be suspicious of me. 

Mr. Curtis of Missouri. This is a battle, 1 might say, against Fed- 
eral bureaucracy, which I think is entirely apart from either political 
party, and both political parties should be deeply concerned. 

Mr. Convon. Aren’t we setting up more bureaucracy under the 
Osmers bill to battle bureaucracy? We establish a 4-man board, or 
their deputies, which obviously means deputies since the 4-man 
board have many other duties and probably won’t be able to serve in 
person. 

We are going to set up a staff for them; set up administrative hear- 
ings. We are going to allow the Secretary of Commerce, the Comp- 
troller General, the Director of the Bureau of the Budget and the 
Secretary of the Treasury to cut back to the Department of Defense 
instead of putting the responsibility on the Secretary of Defense. 

Mr. Curtis of Missouri. I am inclined to agree with the gentle- 
man’s observation, that the best way to solve problems isn’t to go 
creating something new, but instead make that which you have 
function properly. 

Now, that is a very basic view I have. 
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Mr. Connon. I wonder if you have any comment about a bill 
which will give to the Secretary of Commerce, the Comptroller 
General, the Director of the Bureau of the Budget and the Secretary 
of the Treasury the right to tell the Department of Defense they have 
vot to cut something down. 

Mr. Curtis of Missouri. I think on this basis, ves; on the basis, as 
I understand the bill, it is simply a procedural thing, so that if you 
have proper accounting systems 1n the Military Establishment, and 
these companies come forward with their accounting system and they 
present to the Board that they can do it cheaper, that is the sole 
finding, how it can be done the cheapest, so it is the least cost to 
rovernment and to our society 

That is the point ° 

Now, at present the businesses of this country have no place to 
go it they want to present their case, except to the Military Establish- 
ment, itself. 

Now, that is the case I have here at hand of the Department of the 
Navy 

The CuarrmMan. They came to their Congressman? 

Mr. Curtis of Missouri. Thev had to. , 

The CuarrMan. Do you think it is proper for them to come to their 
(C‘oneressman? 

Mr. Curtis of Missouri. They had to. 

The CHatRMAN. And exert pressure on a Government agency? 
Wasn’t that what MeCarthy did? 

Mr. Curtis of Missouri. | don’t exert pressure, 1f the gentleman 


ple ase, except the pressure | hope | don’t of logic and facts. 


> 


The CuatrmMan. I do it every week 
Mr. Curtis of Missouri. I try to present that sort of pressure; 
yes presenting the logic and facts, but | respect the right of the 
executive department to make its own decision and | do not try to 
interfere with that decision, except to the extent, I again Say, of 
logic and facts 

This St. Louis concern had already presented this matter to the 
Navy and didn’t even get an answer. At least I got an answer on 
a high level, but the answer, you will note, is that they want to 
continue to run their Naval Gun Factory even though this is a more 
costly proposition; and what I meant to add, which I didn’t have a 
chance to add, is that St. Louis is one of the critical unemployment 
areas of this country, and we have even gone so far in Congress to 
try to encourage—and I have not been in favor of this, incidentally 
military contracts and other contracts to be let in unemploved areas, 
where there is gross unemployment, to try and equalize it. I am 
against that for other reasons, but 

Mr. McCormack. You know the fight on that. The Senate put 
on an amendment in the last 2 years and there has been a lot of 
difficulty in that. 

Mr. Curtis of Missouri. Yes 

Mr. McCormack. I agree with you in that proposition, that 
reasonable consideration should be given to those labor distress 
areas, within the justifiable limits. L look eye to eve with you on 
thet 

Mr. Curtis of Missouri. But the only reason I mention the specific 
case, though, is to try and bring home the fact that at present, without 
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a bill similar to Mr. Osmers’ bill, or the chairman’s bill, there is no 
place where a small business-—-not just small; any business— can come 
in and present the fact that they could be doing this operation cheaper 
than the Government doing it by going into the business itself 

Mr. McCormack. Would this particular bill hit that case, 
Congressman? 

Mr. Curtis of Missouri. I think it would, if I read it right. There 
is a board to which they could present the case. 

Might Task Mr. Osmers, because I am interested. 

Mr. Osmers. Yes. I have been waiting for an opportunity to 
interrupt you, Mr. Curtis, because I wanted to tell you and the 
members of the committee I have been very mindful of the objection 
that Mr. Condon first raised, and which vou concurred in, and which 
l concur in, too, even though | introduced H. R. 8832; and as a 
result of conferring with the chairman about his views on setting up 
a board and on talking to people in the executive department last 
night—it wasn’t done deliberately last night, but it happened the 
bill was ready for introduction last night--I introduced into the 
Congress H. R. 9890, copy of which I do not believe anyone in the 
room has at this time, except the typewritten one I have here. I 
hope to have copies soon. 

The disadvantages of the bills that have been introduced, other than 
mine, are, ii my opinion, that they make a declaration and provide no 
place where American business that feels they are being harmed by 
Government competition, or feels they can do a better job, within the 
framework of Government, can bring their case. Obviously, writing 
to the Congressman is an old American tradition, but it is not the pro- 
cedure that a business organization should follow in a case like this 

Mr. Curtis of Missoun. That is right. 

Mr. Osmers. A congressional office does not have the facilities or 
personnel to sit in judgment upon a case of this kind, and if they find 
one side is right or wrong a congressional office has no way of proceed- 
ing there, no authoritv, and obviously that authority must rest with 
the executive department, as it is limited and coexists with the 
authority of the legislative, and it would be ridiculous for Mr. Curtis 
in the case of the gun mounts, or whatever it was he referred to, to 
attempt to sit in judgment on that case. 

Mr. Curtis of Missouri. That is nght. 

Mr. Osmers. And having sat in judgment, what is he to do about 
it? Is he then to start writing letters, introducing bills to start 
awarding contracts to St. Louis concerns? 

Therefore, I want to say to Mr. Cordon and to all the others on the 
committee who feel that we have got too many boards and com- 
mittees, even though my bill proposes to establish one of the existing 
members of the Government, that there ought to be some place—and 
H. R. 9890 is very similar to H. R. 8832, and also similar in some 
respects to that which the chairman has introduced, except that it 
provides that the appeal place, instead of being a board, will be the 
Secretary of Commerce, and he will hold those appeals in abevance as 
determined by Executive orders and instructions. 

Now, there are some disadvantages to that, too, which I think we 
probably would be better to discuss when we hear the Government 
witnesses and when all of the members of the committee have had 
copies of the bill and have had an opportunity to study them. 
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We did not intend, as you know, to have Congressman Curtis as 
one of our first witnesses. We were hoping to hear from the representa- 
tives of the public, representatives of industry and representatives of 
labor groups about the general philosophical subject of competition 
with private enterprise, and then, at the end of that testimony, to 
sit with Government representatives and discuss the proper legislative 
remedy 

However, I just want to ask one or two questions of Mr. Curtis. 

First, I would like to ask him whether he feels, in view of his 
experience here in Congress, that there is a need for legislative action, 
without trying to write the specific legislation? 

Mr. Curtis of Missouri. Yes; I do, and that is what I am here 
mainly for, to commend this committee for going into this subject. 
I think something along this line is needed very badly. 

This movement from a 9 to 1 to a 5 to 1 ratio has not been anything 
sudden. There is no blame to be cast. It has been a process that has 
come about partly because there was no way for private enterprise to 
come in and present its case on these individual things, and I think if 
we once build the machinery where they can do this—and it will 
happen every day, and it will be decided, each case, on its own merits, 
I hope; but at least the procedure will be set up—then we won’t have 
this thing quietly being built up over a period of years without our 
really re alizing what has happened. 

That is why I think Jegislation is badly needed. 

Mr. McCormack. Mr. Osmers, take the case Congressman Curtis 
referred to: Would you state where would your bill enable this board 
to say to the Defense Department, ‘‘Look into it,”’ and if they thought 
they differed with them they would say, ‘“You should have let this 
contract with this concern that is located within the Congressman’s 
district’’? 

Mr. Osmers. | think that is a good question, Mr. McCormack. 
Obviously, the success or failure of any of the suggestions or bills 
that have been put before us would lie within the hands of the 
Executive. 

To take the case that Mr. Curtis has outlined, his constituent con- 
cerned would come to the board or to the Secretary of Commerce, 
whatever Congress might decide would be the procedure. He would 
state his case, and let’s assume it was a strong case. I assume, as a 
practical matter, the board or the Secretary of Commerce would at- 
tempt to secure the cooperation of the Department of Defense in con- 
nection with the matter, as a practical governmental day-to-day 
matter. Let us assume that the Department of Defense was not able 
to enter in what might be called an adequate defense of what they had 
done and would not cease the activity. It would, therefore, be up to 
the board or the Secretary of Commerce, or whatever appeal author- 
ity had been established here, to place the matter before the President 
for the issuance of an Executive order, and the Executive order would 
have the end result of ceasing the operating at the Naval Gun Factory. 

Mr. McCormack. IJ can see that picture, but I understand this 
bill, or your new bill, would give to this board authority to eliminate 
in the future what is entering into the field of private business where 
the facts don’t justify it. 

Mr. Curtis of Missouri. That is right. 

Mr. Osmers. That is correct, sir. 
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Mr. McCormack. I don’t know whether your new bill provides 
that this board has the power to pass on the contract that has been 
made for the assignment of work. 

I thought this bill had a more basic proposition than that. 

Mr. Osmers. I hope that Mr. McCormack 

Mr. McCormack. I am just trying to get information. 

Mr. Osmers. I hope Mr. McCormack will understand my position. 
I would prefer, because of the interest of time of these witnesses, not 
to discuss the details of the legislation at this particular time in the 
hearing, because many people have come long distances. 

Mr. McCormack. We won’t have Mr. Curtis before us again. 

Mr. Osmers. Pardon me. 

Mr. McCormack. We have him now. 

Mr. Osmers. I am certain Mr. Curtis’ views—I certainly wouldn’t 
want to speak for him—are the same as yours and mine, Mr. McCor- 
mack, and that is we would like to have a place where American 
business can present its case and we would like to get the Government 
out of competitive activities and keep them out of them; and I don’t 
think right at this stage is the proper time to discuss the 4 or 5 bills 
or resolutions that have been introduced to do that. 

I believe that any one of these bills that provides a forum where 
business may go, within the executive department, will be the set of 
brakes that we need to stop the Government going into new businesses 
and to gradually get them out. 

A great deal has already been done this year, I must say, in fairness 
to the executive departments. They have made a very imposing 
record here, but any one of these bills, because they will give legislative 
expression in the first instance to a declaration of policy and a defini- 
tion of competitive activity, will be a great step in the right direction. 

The Cuarrman. Mr. McCormack, may I say I discussed this matter 
with the leadership of the House and was advised that, because of the 
limitations as to time, no legislative program would be considered by 
the House at this session, but hearings were scheduled following that. 
To go back a little, early in the first session complaint was made to me 
and I referred the whole matter of Government in private business to 
the Harden subcommittee, and, as was stated here earlier, they held 
extensive hearings and put the whole background in the record. You 
are a member of that committee, so you are familiar with that. 

Mr. McCormack. I am not a member of the committee, Mr. 
Chairman. 

The CuHarrMAN. You are interested and familiar with it. 

Mr. McCormack. I am familiar with the committee. They have 
done very fine work. 

The CuarrmMan. Then the thought here 

Mr. McCormack. I don’t have to necessarily agree with everything 
they have done to say they have done a very fine job. 

The CrarrmMan. Is that we might get at most a declaration of 
policy. There are two bills which have been on my desk for some 
months, 9834 and 9835. The latter was one I drew, and 9834 was 
prepared by the legislative counsel; but the last one follows the thought 
T had. 

It is obvious that the Government shouldn’t be in private business 
generally. It can’t continue in it and continue to exist. That is up 
to the executive department, because Congress cannot legislate on 
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each specific instance that mav come up, as to the awarding of con- 
tracts or whether this or that is advisable. So, I tried to put that 
r in the executive department, if you will look at it. 

Mi \IicCorm CK The leadership said they will not have the time 


) 


to bring any bill up this vear 
Phe CHarrMan. That is right, to give it consideration on the floor 
Mir. McCormack But these hearings are exploratory, to get the 
enefit of testimony for consideration probably next 
The CHAIRMAN Kexplora oO in the sense that we want to find the 


id I think Mr. Osmers will agree with me, by which this job, 
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Whicl ybviousl must be adone, can be done 

Mr. McCormac¢ 1 will agree the introduction of legislation is only 
in a ( nad it is a Od avenue [ recognize Mr. Osmers, Con- 
cressman Osmers, and the chairman have imtroduced the bills, and 
they are avenues for these hearings, and it is a v¢ desirable course to 


o ay 
follow, but I was just wonderme 1n the case of Congressman Curtis, 
the case he cited. whe re under these bills this board we uld have the 
authoritv in that case to sa to the Defense Department, “Vou 


haven’t done the right tl} 


hinge,’ or “You have made a mistake and vou 


l } 
sho lid have a varded the contract 


| was wondering whether there was the authority to do that. 

Mr. Osmers. The authority, of course, would have to come from 
the President They would either have to plac » it before the Presi- 
dent, and he would have to issue the order, or the President would 
have to delegate that portion of his authority to the board, or to the 
delegated officer 

I would like to make a comment on what Mr. Hoffman has just 
said, which I know is exactly what the leadership 

Mr. McCormack. Is that power contained in the bills for the 
President to do that? 

Mr. Osmers. No; the power is contained in the Constitution of the 
United States. 

Mr. McCormack. I understand that, but we are going to have to 
vo to something more than that. 

The CHarrman. If you will take a look at 9835, that puts it up to 
the President and to the executive departments. Now, it is per- 
fectly obvious the Congress can’t legislate or direct the awarding of 
spe ific contracts. We know that 

Mr. Osmers. Obviously. 

The CHAIRMAN. 50, someone must do it. It is up to the executive 
department to lay down a broad, general policy and to get the Bureau 
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of the Budget to quit coming to us for money for the departments 
and to get these departments to quit engaging in these activities. 

Mr. Curtis of Missouri. I would agree with Mr. Osmers, that 
instead of entering in a discussion—and I am as much at fault as 
anvone—lI feel now we should hear these witnesses. 

\ir. Osmers. I feel we should hear the witnesses, too. 

[ just want to say to you, Mr. Chairman, and to the committee: 
I am going to make as strong a representation as possible to the leader- 
ship of the House and the Senate in an effort to get action even in the 
limited time we have remaining. 

The CuarrMan. That is all right with me. 

Mr. Osmers. I may not be successful, but I am going to make every 
effort to do so. 
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Mr. RieuuMan. May | make a comment, Mr. Chairman? 

The CuarrMan. Yes, Mr. Riehlman. 

Mr. RiexuMan. Even though you are not successful in that respect, 
Mr. Osmers, the fact that the committee has gone into this field and 
pertinent information is developed, and certain statistics brought 
forth, where we learn that there is a tremendous effect by the Federal 
Government going into business upon our private enterprise system, 
certainly that should stimulate some action on the executive part of 
the Government to move forward to eliminate, if possible, some of 
these activities. 

Mr. Osmers. In furtherance or in concurrence with what you said, 
Mr. Riehlman, I would like to point out the activities of the Com- 
mittee on Government Operations, particularly through the Subcom- 
mittee on Intergovernmental Relations, has already had a very salu- 
tary effect upon the activities of the executive department along these 
lines. 

Mr. Pitcner. Mr. Chairman, could I say one word right along 
there? 

Mr. McCormack. Pardon me. 

I didn’t challenge anything said. I was just addressing my ques- 
tions to the particular case that Congressman Curtis has had experi- 
ence with, and as a part of his testimony that was very important 
as an indication, but I was wondering where in any of these bills it 
would meet a particular case like Congressman Curtis mentioned 

All right; I won’t press that any further. 

The CHatrMan. Mr. Pilcher. 

Mr. Pitcuer. | agree that we should go along with the witnesses, 
but in making up these bills, being on that Harden subcommittee, 
I have had something come up in the last 10 days I think would be 
interesting to the committee in view of writing these bills 

Now, down in my district at Albany, Ga., we have two small 
military units, Turner Airbase and a Marine base, less than 5,000 
men in each branch, about 5,000 at the jet base and 5,000 at the 
Marine base. 

They have three large banking institutions in Albany. The 
Turner Airbase is less than 5 miles from the center of town, with a 
big, wide military road running out to it. One of the banking insti- 
tutions in the last 12 months built a new banking house. It cost a 
quarter of a million dollars. They put in three drive-in depositories 
and a 50 car parking space. 

The jet base there decided they wanted a bank. So, they opened 
them up a bank, at Turner Airbase. 

As quick as Turner Airbase got their bank, the Marine base got 
jealous and said they wanted a bank out at the Marine base. 

The banks down there didn’t have a chance to bid on it, and they 
got up in the air, some of the other banks, and they wrote me. I 
took it up with the Air Force to know on what grounds they set up 
this, and I have a letter here from Brigadier General Kelly. He says: 

The authority for the establishment of this type of service originated in an 
exchange of correspondence in April and May 1942 between the then Secretary 
of War and the Under Secretary of the Treasury. The agreement reached at that 
time has never been rescinded, and this is the basis for present-day negotiations 

Now, there is no excuse for two banking institutions. The military 
furnished the equipment and the building and everything. The Treas- 
ury Department names the bank that is to operate it. 








20 GOVERNMENT IN BUSINESS 


I understand—and I can’t substantiate this; however, I have asked 
the Treasury—I told the Treasury Department that I understood this 
was true—that the Treasury Department even pays for the personnel, 
and I asked them 3 weeks ago to let me know if that was true, and they 
said they didn’t think it was but they would investigate and advise 
me. I haven’t heard a word from them. 

I am told the Treasury Department even pays for the personnel 
in those banks. Since I have gotten into this I find there are banking 
institutions like that all over the United States at different military 
posts 

Mr. Osmers. I think, Mr. Chairman, it is a very important sub- 
ject for us to go into, and I am glad it has been mentioned here. 

I would like to suggest, Mr. Chairman, if we could, if Congress- 
man Curtis could be excused, we start hearing the other witnesses. 

The CuarrMan. Have you finished, Mr. Curtis? 

Mr. Curtis of Missouri. Yes; I have finished. 

The Cuarrman. I would like to thank you for coming here, and 
I want to say ever since you were the only member out of 435 in 
the House to discover that the total of appropriations must agree 
with the total of the items I have had the highest respect and ad- 
miration for your mathematical genius. 

Mr. Curtiss of Missouri. Thank you very much, Mr. Chairman. 

The Cuarrman. Who is the next witness? 

Mr. Warp. Dr. Willford King of the Committee for Constitu- 
tional Government. 

Is he in the room? 

Mr. Kina. Yes, sir. 

The CuarrmMan. If you will, identify yourself and take as much 
time as you may deem necessary, nothwithstanding the 5-minute 
rule, which you notice is not observed by committee members. 


STATEMENT OF WILLFORD I. KING, ECONOMIST, COMMITTEE 
FOR CONSTITUTFONAL GOVERNMENT 


Mr. Kine. Thank you very much, Mr. Chairman. 

[ am an economist for the Committee for Constitutional Govern- 
ment, 205 East 42d Street, New York City. I am here representing 
the committee. 

I find that I agree most heartily with the views expressed by the 
chairman just after I came in 

I am not in a position to suggest techniques for improving the 
situation. Members of Congress know so much more about that 
than I do it would be folly for me to try to instruct them on that. 

Being an economist, I am merely going to state a few of the funda- 
mental economic principles which seem to me to apply to this whole 
situation. 

Governmental ownership and operation of the principal means of 
production is the fundamental feature of socialism. In recent decades, 
our English cousins have been experimenting extensively with that 
economic system. If we are wise, we will profit by their experience. 

Britain adopted socialism not primarily on account of any Marxian 
influence, but mainly because such reasonable intelligent writers as 
Morris Hillquit and H. G. Wells had convinced the thinking people 
of England that it was folly to allow their nation longer to suffer from 
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the waste and heartbreaks brought about by ruthless, unbridled, 
planless competition. These writers and others of their persuasion 
showed clearly how a carefully planned society, operating under the 
guidance of the nation’s ablest scientists and organizers, could bring 
order out of chaos, and greatly increase production and human 
happiness. 

So their advice was followed, and the British Government took 
charge of that nation’s major industries, but production did not 
forge ahead. Peace and harmony did not result. Clearly, something 
had been overlooked by the architects of the new order. What? 

The answer is that the proponents of socialism failed to take into 
account a number of fundamental facts, among which are the following: 

Governments are usually controlled not by scientists but by “8 
iticians who are interested primarily in remaining in power—not in 
problems of industrial output. They are, therefore, far more likely 
to respond to pressure from powerful production-restricting groups, 
such as cartels, or labor monopolies, than they are to listen to the 
advice of efficienc »y experts. 

2. The human brain lacks capacity to grasp all the problems con- 
nected with a great industry like manufacturing, trade, or agriculture. 
Under free competition, industries are operated by millions of entre- 
preneurs, each something of an expert in his limited field. 

When Government engages in enterprise, the complexity of its 
task makes necessary the adoption of multitudinous rules and regula- 
tions. The inevitable result is that operations become entangled in a 
web of red tape. 

4. The altruism of human beings is limited, and, hence, when the 
average man has the opportunity of choosing between arduous effort 
on behalf of the common weal and leisure, he tends to choose more 
leisure and less toil. 

The typical individual is far more concerned about his own 
property than he is about possessions belonging to that abstraction 
known as government; hence he is not inclined to worry greatly 
about losses accruing to government as long as they do not affect his 
own pocketbook or endanger his hold on his job. 

The above reasons explained adequately why government should 
confine its activities strictly to those things which cannot be effec- 
tively handled by private enterprise. 

I am in no position to add anything to the facts unearthed by 
congressional investigators concerning the tremendous waste and 
huge burdens imposed upon the taxpayers by the inefficiency of 
government as a producer. The most that I can hope to do is to 
emphasize some of the underlying factors responsible for this waste 
and inefficiency. I believe I can do this best by citing certain 
instances, some of them trivial, which I have experienced, or which 
have been especially called to my attention. 

Between 1917 and 1920, I was employed in South Carolina as a 
statistician in the United States Public Health Service, reputed at 
that time to be one of the most efficient of all Government bureaus. 
Our work happened to require the use of a particular type of cross- 
section paper. I knew where we could obtain an adequate supply 
for $5; but I was assured by our office director that unless cross- 
section paper was obtained from Kauffel & Esser, who had none suit- 
able for our purposes, it could be gotten only by advertising for bids. 
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It was suggested that the easy way to get it was to have Kauffel & 
Esser make a special plate and print the paper. This would cost 
perhaps S200. 

Eventually, however, we advertised for bids, this costing far more 
than the cross-section paper and secured it after several weeks of 
delay Needless redtape 

Another instance of redtape connected with this same project was 
that, when any of our assistants wished to take the 30 days of vacation 
to which they were entitled, we had to get special permission from 
Washington, despite the fact that no one in the Washington office 
knew anything about the duties of our assistants, or when they could 
be spared most conveniently 

While I was still employed in South Carolina, the United States 
Public Health Service was authorized to investigate the amount of 
sickness occurring in different occupations 1n the factories of the United 
States. As, at that time, I was 1 of the only 2 statisticians employed 
by the Public Health Service, | was asked by the Research Director 
to come to Washington and see what was being done When I investi- 
gated, I found that the project had been assigned to three different 
men, each of whom was diligently recruiting a force of clerks, and 
none of whom understood the requirements of the study. Fortu- 
nately, | succeeded in getting the project established. Here we have 
an example of some official setting up a research project in a field of 
activity concerning which he was entirely ignorant. 

During the de /pression of the 1930’s, I was teaching at New York 
University, and, in addition, looking after an Illinois Bell Telephone 
Co. statistical inquiry emploving more than a dozen workers. My 
secretary spent only 2 or 3 hours per week keeping all the office records 

called for by that study 

Then I was asked to supervise also for the Works ese Adminis- 
tration a study of occupational morbidity and mortality in New York 
City. Assistants were fousiny for this project. By the time some 20 
had been employed, it took two clerks full time merely to keep the 
office records which we were required to send to Washington in quin- 
tuplicate. Another example of useless red tape. 

At the end of the first month, the WPA workers were, of course, 
anxious to be paid. My chief assistant—an unusually brilliant young 
man—went to headquarters with the payroll data. He was told to 
submit it in different form. This he did. After a few days’ delay, he 
was told another form was necessary. This process was repeated four 
times, and nearly a month elapsed before the employees were actually 
paid 

Eventually, we discovered that making up the payrolls was a duty 
of the headquarters staff, and they had palmed it off on my assistant. 
One more instance of governmental inefficiency and waste. 

During World War IT, in one of the Government bureaus at Wash- 
ington, one of the subordinates decided that he would prefer to take a 
job with a private concern in Washington. He notified his superior 
officer that he had accepted this new position, and hence would be 
leaving at a specified date. His superior immediately said, “Does 
your new position require you to work on Saturdays?” 

The young man said “No.” 

“Well, then,’”’ replied his chief, ‘‘why not come into the office on 
Saturdays and we can keep you on the payroll here?” 





GOVERNMENT IN BUSINESS 23 


This arrangement was completed, the young man drew his weekly 
salary as usual, and his chief retained the prestige that goes with 
having a large force. 

Since the money to pay the young man’s st alary did not come out of 
his superior’s pocket, why should that gentleman worry about the 
expense? 

During World War II, my son, Hugh, who was in the Air Force, 
was stationed at Guam. When the war ended, large numbers of 
trucks and other supplies were loaded on ships, taken out to deep water 
and dumped overboard. This was done despite the fact that the 
people of Guam could use these things to great advantage, and that 
the inhabitants of the Philippines, not far away, were in dire need of 
transportation facilities to replace those which had been destroyed 
during the war. Moreover, ships were lying idle in the harbor at 
Guam which could have been used to transport these valuable goods to 
places where they could be utilized. 

This destruction may well have equaled in value the lifetime income 
of the officer who ordered it, but he did not have to pay the cost and 
getting rid of the supplies saved him the trouble of accounting for 
them. He felt that his position was safe. 

When my son returned from Guam and told me what had been 
going on, | notified not only the officials of the War Department, but 
also the congressional committee investigating waste, and told them 
that my son was ready to testify concerning the matter if so requested; 
but nothing was done about it. The money did not come out of the 
pockets of any of the officials concerned. None of them lost his job. 

These examples which have happened to come to my personal 
attention could, | suppose, be duplicated thousands of times in the 
experiences of different individuals. They serve to illustrate why 
Government activities are so wasteful, and why, therefore, Govern- 
ment should perform only those particular functions which cannot be 
assumed by private enterprise. 

According to the June 1954 Clover business letter, the National Asso- 
ciation Business Men, Inc., report that, at the present time, the Federal 
Government is competing with private ente rprise in 25 types of manu- 
facturing and 44 other fields of activity. Action of Congress which will 
effectively result in cutting down such governmental encroachments 
is certainly in the public interest. 

The CuatrmMan. Thank you, Doctor, and we are very happy indeed 
to have your statement. 

Mr. Kina. | appreciate very much your courtesy in listening to me. 

Mr. Dawson of Illinois. I would like to ask the doctor a question 
about his statement. 

I was interested in the experience of your son, Hugh, on Guam, 
where there were lots of materials left after the war and there were 
empty ships standing in the harbor that could transport them back 
here to any place. What if big business brought pressure to bear not 
to bring any of the stuff, the trucks and other things used in the war, 
back to America because it would mean competition to them or slow 
up their production, or it would glut the market; what would you say 
in that instance? 

Mr. Kina. I would say that’ I happened at that time to be on the 
advisory consulting committee of the economist for the National 
Association of Manufacturers, and that topic came up definitely as to 
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what about all these vast amounts of supplies that were in the hands 
of the Government and what should be done about it, and it was 
discussed by our advisory committee, and the advice we gave was 
adopted by the executive committee of the National Association of 
Manufacturers, and the advice was this: That the Government should 
negotiate with the people that produced these articles and should sell 
back to the people that produced the various articles the things that 
were still available at the best prices that they could afford to pay, 
and it was agreed that the men would buy the things back at reason- 
able prices, and then that the companies would sell those things in 
the open market, to the best of their ability. 

So, that was taken care of effectively as a scientific method of 
handling it with a minimum of loss to anyone concerned. 

Mr. Dawson of Illinois. But if they didn’t give prices that would 
pay the Government to bring it back, then it would still be left on 
the Government’s hands, wouldn’t it? 

Mr. Kine. If the stuff 

Mr. Dawson of Illinois. If the manufacturers did not offer prices 
which would enable the Government to bring it back, then it would 
be left on the Government’s hands in those foreign places, wouldn’t it? 

Mr. Kine. That is correct. 

Mr. Dawson of Illinois. And that is what happened, isn’t it? 

Mr. Kina. The people offered prices that would enable them to 
buy it back at their cost. They couldn’t offer prices to buy it back 
at more than their cost of manufacture; obviously not. 

Mr. Dawson of Illinois. So, then, in that case the Government 
was left with all of this material, under the agreement with the manu- 
facturers, in foreign places and with no place to bring it back, no 
market for it back home? 

Mr. Kina. There were many things that were used, and there was 
no particular market for them back home; that is correct. 

Mr. Lantarr. Mr. Chairman. 

The CuarrMan. Yes, sir, Mr. Lantaff. 

Mr. Lantarr. In connection with the surplus that you have men- 
tioned, the reason that was not brought back into the United States 
was because of the congressional mandate that was put into effect 
because of pressure from both business and labor prohibiting the 
reimportation of those articles into the United States. 

The CHatRMAN. Would the gentleman yield right there? 

Mr. LantaFr. So, you couldn’t bring back into the United States 
those trucks you are talking about without going to the Department 
of Commerce and getting an import license, and, of course, the 
pressures on the Department of Commerce were to keep out as much 
of that as possible in order to encourage the rehabilitation of our own 
industry in those fields. Much of it was brought in under certificates 
from the Department of Commerce after certain findings had been 
made. 

The CHarRMAN. Will the gentleman yield there? 

Mr. Lantarr. Yes. 

The CHarrMan. You will recall, if at that time you were on the 
committee which had that question under consideration, that at the 
hearing, Secretary of Labor Schwellenbach, Secretary Vinson, and—— 

Mr. Jupp. Also Secretary of Commerce Wallace. 

The CuarrmMan. That is right. You were there, too, and repre- 
sentatives of organized labor, the big unions, all appeared. 
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Mr. Lantarr. And the National Association of Manufacturers 
and the chambers of commerce. 

The CHarrMan. Yes, and the Riehlman committee is still struggling 
with the question we had before us then. 

Mr. Osmers. Mr. Chairman, I don’t like to interrupt this way in a 
philosophical discussion of the distribution of surplus property, but 
we are discussing here—I know this is an interesting subject to get 
into—questions which othér committees are considering, and we 
should limit ourselves here to the subject at hand. 

Mr. Dawson of Illinois. And it wasn’t pressure brought on the 
Congress that brought this material over. 

Mr. Lantarr. I don’t believe we pressured ourselves. 

Mrs. St. Grorae. Mr. Chairman. 

The CHarrMAN. Are there any other questions of Dr. King on the 
issue? 

Mrs. St. Georar. Mr. Chairman. 

The CHArRMAN. Mrs. St. George. 

Mrs. Str. Georae. I would just like to call attention to one thing: 
I believe, Dr. King, in your statement you mentioned these trucks 
and so forth could be sent to the Philippines and could also be disposed 
of on the island of Guam. I don’t think there was any question of 
sending them back to the United States. 

Mr. Kine. There was no question, as far as I know, of sending 
them back to the United States. 

Mrs. St. GeorGe. That is what I understood. 

Mr. Kina. As a matter of fact—— 

Mr. Lantarr. Since we keep bringing up this extraneous matter 

Mr. Osmers. Mr. Chairman, I am going to raise a point of order. 

The CHAIRMAN. Sustained. 

Mr. Osmers. Thank you. 

The CHarrMAN. Are there any other questions of Mr. King? 

Mr. Kina. Mr. Chairman, may I continue? 

Can I answer Mrs. St. George? 

The CuarrMan. If you wish. What do you mean? About Guam? 
If you would bear with us, this issue about surplus property doesn’t 
seem to be the one involved here, and we have been discussing that. 

If you would like to discuss that further with members of the 
committee, I will call a meeting this evening, say at half past 7, and 
we will go into the subject at length. 

Mr. Kina. I would just like to make a one-sentence statement, if 
I may. 

The CHArrRMAN. Very well. 

Mr. Kina. That is, the United States Government later appro- 
priated, I believe, hundreds of millions of dollars to purchase material 
to rehabilitate the Philippines because of the destruction of the prop- 
erty during the war, and here was the material that could have been 
used right there and it was wasted. Who is to blame for the waste, 
I don’t know. 

The CuarrMan. Why not forgive and forget? 

Mr. McCormack. I just have one question to ask: Mr. King, do 
you consider the TVA, for example, is socialism? 

Mr. Kina. I consider that is socialism; yes. 

Mr. McCormack. I just wanted to get your view. 

The CHarkMAN. You have it now. 








26 GOVERNMENT IN BUSINESS 


Mr. Hamilton. 

Mr. Kine. Thank you very much. 
The CuarrMan. Thank you, Doctor. 
Will you identify yourself? 

Mr. Hamitton. Yes 


The CHarrmMan. And then proceed with your statement. 


STATEMENT OF RANDY H. HAMILTON, DIRECTOR OF THE FEDERAL 
AFFAIRS DIVISION, AMERICAN MUNICIPAL ASSOCIATION 


Mr. HWaminron. IT am Randy H. Hamilton, the director of the 
Federal affairs division of the American Municipal Association, 
which is the national organization representing 12,000 municipalities 
in 44 States 

The American Municipal Association supports the principles em- 
bodied in H. R. 8832. We do so because the adoption of such prin- 
ciples will undoubtedly result in fewer acquisitions of federally owned 
industrial and commercial properties. This will result in the removal 
of fewer parcels of relatively valuable, taxpayving land from local tax 
rolls 

The property tax has traditionally been the chief source of revenue 
for most local governments in the United States. It is the mainstay 
of the local revenue systems, providing on the average of from 60 to 
70 percent of local revenues. Diminution of the property tax base 
by accretions to the category of tax-exempt properties creates a 
serious problem to the public-finance capabilities of many munici- 
palities. Resulting tax losses have aggravated already strained fiscal 
positions of local government. While the total value of federally 
owned property is only a portion of the value of tax-exempt property, 
it is important in amount and in impact. Increases in Federal in- 
dustrial and commercial property holding intensify existing difficulties 
and add grave doubts as to the ultimate capability of local government 
in the United States to support itself from existing revenue resources; 

Three alternatives are present: 

1) Additional support, aid, and doles from Uncle Sam to support 
local vovernment We oppose this 

2) Reassignment of revenue sources. We favor this, but see it 
as coming a long way in the future. 

3) Full utilization of currently available revenue resources. 
We favor this and look upon the bills under consideration by this 
committee, this morning, to be in that direction 

Continued Federal acquisitions of industrial and commerical 
properties are particularly unjustifiable. They are distasteful to 
local government because in many, many cases these properties are 
leased out to private operators who use Government ownership as 
a cloak for tax immunity or as a springboard to a competitive position 
in the industry. 

Estimates by the Bureau of the Budget show the value of industrial 
defense-production facilities owned by the Federal Government 
in the fiscal vear 1954 to be about $2.4 billion of Federal personalty 
and $9 billion in real property. All told about $11.5 billion in tax- 
exempt Federal property is in this one category alone. 

Information regarding total revenues which local government 
would receive if this property were in a tax-paying status indicates 
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that it would be in the nature of $125 million per year, for only those 
commercial and industrial type properties covered by H. R. 8832 
and the related bills. 

It is impossible to present to this committee unfortunately a com- 
plete list of properties which are located in municipalities and which 
are affected by these bills for the very simple reason that no inventory 
of Federal property exists. We commend the work of this committee 
during the past year in this regard. Your efforts have resulted, at 
least, in a start being made on the problem of inventorying Federal 
property. It is regrettable, however, that such little progress has 
been made in the past 15 months since this committee first initiated 
steps 1n this direction. We hope that the Federal executive agencies 
which are now handling this matter will give it a high priority in 
order that the Congress and the public may have a more firm basis 
for discussion on this matter and for legislation correcting it. 

For the record, however, we should like to present some of the 
statistics from our files regarding tax losses suffered by local communi- 
ties as a result of Federal acquisition of industrial and commercial 
property. 

Mr. Chairman, with your permission, I will simply hand this to 
the clerk so as to make it available and save the committee’s time. 

The CuarrMan. It may be received. 

(The statistics referred to are as follows: 


Representative cases of surplus real property transferred to Federal agencies out of 
surplus inventory, resulting in discontinuance of tax payments to local governments 
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If local government in the United States is weakened, just so is the 
structure of our Government weakened. If local government totters, 
then failure of our traditions and heritage of local government, and 
individual initiative will fall by the wayside and be replaced by a 
centralized government—bureaucratically all powerful. 

We regard a cessation of Federal acquisition of valuable industrial 
and commercial properties with their consequent removal from local 
tax rolls, as essential. We think these bills are a step in that direction 

Thank you. 

I shall be happy to try to answer any questions the members of the 
committe e may have. 

The CHarrMan. Do you have any questions, Mr. Osmers? 

Mr. Osmers. No; I haven’t any 

The CuatrmMan. Mr. Dawson. 

Mr. Dawson. The Government went into the business of buying 
large tracts, building large buildings and equipping them with ma- 
chines calculated to furnish the Army with necessary war materials 
that they had to have. Private industry was not in position to meet 
the challenge of war. That was the responsibility of the Goverument 

What would you have sabetitated for the steps taken by the Govern- 
ment in World War I and prior to World War II in order to meet the 
threat that the Nation was facing then, which challenged its existence? 

Mr. Hamizttron. | am making no criticism, Congressman Dawson, 
of past history. I am merely making a plea for correction of existing 
difficulty in the future. 

| do not criticize the Federal Government’s acquisition policies re- 
garding war production potential during the war. However, | can 
give you cited examples where such production facilities, which were 
built by the RFC 7 paid taxes. They were transferred as surplus as a 
result of the war’s ending; later transferred to private enterprise, 
which turns out civilian goods as well as military goods, and makes a 
profit on those because that particular plant is in a tax-free status. 

Mr. H1LLtEtson. Congressman Dawson, could I ask a question, or 
would you yield? 

Mr. Dawson of Illinois. Yes. 

Mr. Hitietson. That relates to 5605, doesn’t it, Mr. Hamilton? 

Mr. Hamiuron. That is correct. 

Legislation has come from this committee to correct that particular 
situation, and we very much commend the committee and Congress- 
man Hillelson as a freshman Congressman for getting the bill through 
the Congress. Weare very hopeful it will pass the Senate as well, since 
it has passed the House. 

Mr. Osmers. Mr. Chairman, I want to point out while it is true 
the Government did build under such circumstances as that during 
the war it has, in some instances, become a continuing policy and it is 
a trend that must be stopped. 

I would say this: Had it not been for the magnificent private enter- 
prise and free labor system we have in this country we would neve 
have been as successful in the production of war material as we were 

I think it is a good ststement, Mr. Chairman 

Mr. Connon. Mr. Hamilton, would you be critical of a situation 
that occurs in my town of Richmond, where the Maritime Commission 
owns Richmond yard 3? 
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Now, they are leasing that out to private enterprise to run various 
types of businesses there, but only certain private enterprise is inter- 
ested because they have a 24-hour recapture clause, because they want 
to keep that yard available in the event of another emergency, where 
we have to start building ships rapidly 

Now, don’t you feel that is a type of Government activity that 
certainly is justified by the international scene as we see it today? 

Mr. Hamintron. Oh, yes. If you were asking if I should be critical 
of the 24-hour recapture clause, I certainly would not be. I don’t 
think the American Municipal Association is in favor of the Govern- 
ment doing anything to endanger its national security. 

Mr. Connon. There you have an example of private enterprise in 
a free from ad valorem taxation because the Maritime Commission 
and the Government feels it is necessary to keep that yard in the event 
of a future grave emergency. I don’t feel you can get away from that 
situation as long as it is necessary to keep that 5 ard 

Mr. Hamintron. I am not critical of that type of a situation, sir. 
I think that there is a distinction between that particular type of 
situation in Richmond and the type of situation covered by Mr. 
Hillelson’s bill, principally about which I have been speaking this 
morming 

Mr. Connon. Now, one or two other questions: In the light of 
Mr. Osmers’ bill, is there any reason why the Department of Defense, 
itself, cannot, because they are the biggest holder of these properties 
and the biggest doer of these activities, make the changes without 
creating this additional board and taking the authority away from 
Defense and putting it over in the Secretary of Commerce? 

Mr. Hamiiron. No, sir; there is none, and if you will read my 
statement you will notice that we state here we are in favor of the prin- 
ciples embodied in the bill We are not commenting on the specific 
sections of the bill. 

Answering your question more directly, the Defense Department 
ean correct this situation; but I have been present in many meetings 
where they have been so requested and to date I regret to say the 
Defense Department is not disposed to do so. 

Mr. Conpon. Here is an illustration that is of concern to me: For 
example, let’s take submarines. Submarines are made by the Electric 
Boat Co., a private-enterprise group. They are also made at the 
Portsmouth Navy Yard and the Mare Island Navy Yard. Now, 
the Department of Defense and the Navy Department feel, for 
reasons of national security, they want to have both prepared, the 
navy yards, to make these submarines, and also to keep the Electric 
Boat Co. going. That is their decision as of now. I am just wonder- 
ing about the wisdom of taking that decision-making power away 
from the Department of Navy and the Department of Defense, and 
putting it over, in effect, in the Secretary of Commerce. 

Mr. Osmers. Mr. Chairman, | am not trying to answer the question 
of the witness, but I have listened very carefully to what Mr. Condon 
has said, and I don’t think that is particularly within the scope of 
these hearings, or within the scope of the bills that have been pre- 
sented and that are under discussion, and that we can very well get 
into what should be the national-defense policy of the United States 
with respect to some of these things. 
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Certainly, take, for example, the manufacture of an atomic sub- 
marine: That is not a competitive activity with private enterprise in 
this country and, therefore, I don’t think— 

Mr. Conpon. It is in a sense, Mr. Osmers, because- 

Mr. Osmers. What private company is making atomic submarines? 

Mr. Convon. I understand the Electric Boat Co. is geared to do it. 

Mr. Osmers. No; they are doing it for the Government. 

Mr. Convon. That is private enterprise. The Electric Boat Co. 
is private enterprise. 

Mr. Osmers. That is probably because the Government can’t do 
it itself; but the important thing is that is not a case that would come 
within any of these bills, whether they pass or not. That is a matter 
that comes within the national-defense policy of the United States, 
and that isn’t a competitive business type activity. 

If you go back to the thing Lincoln said—and I wouldn’t attempt 
to quote it exactly—if you stay within the sphere of Government 
doing those things the people cannot do for themselves—obviously 
no one would build an atomic submarine because no one would have 
use for it except the Government. 

Mr. Connon. I think the Navy yard in building private ships is 
competing with shipbuilding yards. So, if you carry that argument 
to the extreme, the Navy yard should go out of business. 

Mr. Osmers. To some extent you are correct; that is correct. 

Mr. Hamitron. If I may answer the question directed to me by 
Congressman Condon, I think a distinction must be made in any 
consideration of this problem, a distinction between those activities 
of the Government which have a historical basis and those activities 
of the Government which have been carried on for many, many 
years as compared with the tremendous growth in new Government 
activities, which actually, to a large extent, have followed World War 
II rather than growing up during it and preceding it, and I certainly 
don’t think, as an individual now, not speaking for the American 
Municipal Association or the city of Boston, you can close up or should 
close up the Boston Navy Yard completely. 

Mr. McCormack. I hope not. 

Mr. Hamitron. | think that distinction must be made between 
those historical government functions and this steady growth of new 
governmental functions. 

The CHarrMan. Very well. Thank you for coming in. 

Mr. Hamiiron. Thank you, sir. 

The CuarrmMan. Arthur Smith, Jr., District of Columbia Trucking 
Association. If you will, identify yourself and then proceed in your 
own way. 


STATEMENT OF ARTHUR CLARENDON SMITH, JR.; SECOND VICE- 
PRESIDENT, DISTRICT OF COLUMBIA TRUCKING ASSOCIA- 
CIATION 


Mr. Smite. My name is Arthur Clarendon Smith, Jr., representing 
the District of Columbia Trucking Association, of which I am second 
vice-president. We represent over 200 firms locally who operate over 
7,000 vehicles in this area. 
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Specifically, our complaint today comes from the movers division 
of this association in which we have 30 moving companies as members 
f the District of Columbia Trucking Association. 

| am personally employed by Smith’s Transfer & Storage Co. as 
vice president and general manager. 

Our two complaints are with the Government competition we find 
from the General Services Administration, Moving Section, and the 
‘rating operation at the Cameron, Va., Quartermaster Depot in 
Alexandria, Va. 

Let’s take the first problem concerning General Services Adminis- 
tration and their Moving Section of that organization. 

The CHatRMAN. May I interrupt you just a moment? 

Mr. Osmers, I wonder if you would take over because the Bender 
subcommittee has a meeting at 11:30. 

If you will continue these hearings 

Mr. Osmers. All right, sir 

Proceed 

Mr. Smiru. First, let me explain their function as I understand it. 
The Moving Section of General Services Administration is charged 
with the function of moving all Government offices in this area. We 
believe this could be done by the local moving companies in this city 
at a savings of public funds if let out on a competitive-bid basis. 

Mr. Brownson. You wouldn’t confine your observations to this 
ty? 

Mr. Smira. No 

Mr. Brownson. You would let anybody have the opportunity to 
bid? 

Mr. Smiru. That is right 

Our reason for believing this is our observation of some of these 
moving operations where manpower is not used as economically as it 
would be by a private concern. Unfortunately, we have not been 
able to prove this to General Services Administration, and we have 
no way to compare their cost and ours. In fact, it is very difficult 
for us to find any facts from this organization as their figures are not 
open to public scrutiny from our investigation, and they are very 
difficult to find. We have found that they pay over a million dollars 
a year in wages alone and they employ approximately an average of 
100 laborers. We know they are adequately supplied with vehicles of 
their own and they do hire some outside trucks from private con- 
tractors to supplement their fleet when very busy. 

From the above figures, we then estimate that General Services 
Administration does well over $2 million worth of office moving in 
this area for which only few taxes are paid to the local or Federal 
Government where they hire a few trucks. 

We know in our own moving business and from figures received 
from the survey of the National Furniture Warehousemen’s Associa- 
tion that the main cost of local or intracity moving is 40 or 50 percent 
of the dollar cost the local mover receives and pays out in labor on 
local moving jobs. We can substantiate this with our own operation 
figures and the figures the National Furniture Warehousemen’s 
Association has gathered from the whole moving industry. 
® Several years ago, during the latter part of the Jesse Larson admin- 
istration of General Services Administration, we had a conference 


with his office regarding this problem and requested their cooperation 
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and open bids for this work. We received little, if any, cooperation 
as they definitely were not interested in our proposition because no 
bids were asked for until this year. 

The first of this year, in February and March, there seems to have 
been a change in that feeling: yet, after competitive bidding in three 
particular instances, the low bidders were refused as being too high 
and the GSA was given this work. 

I am referring to the invitation to bid No. 11BJ54—63 issued by 
the Veterans’ Administration Supply Maintenance Division and bid 
No. 64 of that same office. I also am referring to the bid made for 
the Civil Service move on March 12, 1954, to move the Civil Service 
office from the Old Pension Building. 

The successful bidders on these jobs were, respectively, the Jacobs 
Transfer Co. on bid No. 63 at $5,100, the Colonial Storage Co. on 
bid No. 64 at $4,160, and the Kane Transfer Co. at $19,785 for this 
last Civil Service move. 

All of these bids were rendered in good faith but were not accepted 
as we were told the General Services Administration Moving Section 
was sure it could handle these office moves at a lower cost. 

There were approximately six companies biddding on each of these 
invitations, and until this day we have had no accounting as to how 
successful or unsuccessful the General Services Administration was in 
completing this work at a lower cost. 

There was one instance in one of these bids where the bidders were 
told that all file cabinets moved must be held in an upright position; 
yet, it was noticed that the General Services Administration did not 
follow their own instructions but moved these file cases in the most 
expeditious manner by turning them over on four-wheel dollies. It 
impressed us as being ironical that we sould be required to bid on one 
particular way of moving and then the General Services Administra- 
tion was allowed to move these file cabinets in the usual manner 
which would naturally make our cost higher than usual for this large 
volume of filing cabinets. 

The General Services Administration is well equipped with vehicles. 
From the count in the annual motor vehicles report of December 
1953, they have a total of 232 trucks in this area from a 1-ton rating 
and above. Pe ‘rhaps all of these are not used in moving; yet, this is 
the second largest fleet in this area, which is exceeded only by the 
Post Office Department, which has 380 trucks. 

A recent step forward in our opinion which General Services Admin- 
istration has made is that they have recently let a contract with a 
private firm, the Jacobs Transfer Co., to do their hauling for their 
new Franconia warehouse. 

Mr. Osmers (presiding). Where is that located? 

Mr. Smiru. That is the new warehouse out on Shirley Highway, 
right off Shirley Highway, a very large installation. 

The first contract let was for a 3-month test period. The second 
contract, now running, is for 1 year’s duration, which that firm was 
successful in securing as low bidder after lowering their first bid 
3% cents per hundred pounds on the original trial run contract. 

After this year’s contract was let, the General Services Administra- 
tion Public Relations Office let out a press release stating the fact 
that this new contract would save the taxpayers nearly $60,000 a year 
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by having private contractors do this hauling rather than the Govern- 
ment vehicles and labor 

It is estimated that the Jacobs Transfer Co. can save approximately 
10 cents per hundred from the cost the General Services Administra- 
tion had previously been hauling their own material. 

We naturally congratulate the General Services Administration in 
this matter and hope that they will continue to let this business out on 
contract in future years for the benefit of the taxpayers. 

This completes our first complaint, and I would like to stop here to 
answer any questions you might have regarding the competition we 
feel we are receiving from the General Services Administration Moving 
Section, the biggest office mover in the world 

Mr. Osmers. I would like to ask one question there. Maybe other 
members will have other questions. 

Do you feel, based on this experience that you have just outlined 
in your statement, that your industry would have been in a better 
position had the Government established somewhere within the 
executive department a place or a person or a board where you could 
have brought your facts and figures and complaints rather than to 
have to go to the head of the department that was conducting the 
activity? 

Mr. Smiru. Yes, sir, and particularly in this area, as disfranchised 
citizens, where we have no Congressmen to go to. 

Mr. Osmers. Are there any other questions at this point? 

Mr. Brownson. Yes;I have a couple. 

Mr. Osmers. Mr. Brownson. 

Mr. Brownson. I thought Smith operated out of Virginia. Don’t 
they? 

Mr. Smirx. There are several Smith companies 

Mr. Jupp. This is the one that doesn’t. 

Mr. Brownson. Is this the one that doesn’t make a move without? 

Mr. Smiru. This is the one that doesn’t make a move without. 

Mr. Brownson. Where would you draw a line in your moving 
activities? 

I take it your complaints are specifically directed toward the moving 
of office equipment and that tvpe of thing in the Washington area; 
is that correct? 

Mr. Smiru. Generally, that is all we are familiar with on the local 
scene. 

Mr. Brownson. Where would you recommend that a policy be set 
up to draw the line? 

| mean it appears to be very obvious, to take one example, if they 
want a typewriter moved from one building to another, they would 
probably throw that in the back of a pickup truck, whereas that would 
not be the case with something else. 

Where is a practical point to draw the line between an agency, 
itself, making the movement and where you would require the agency 
to get bids from local civilian moving firms? 

Mr. Smirx. I would feel it would be just like any other business. 
There are many businesses that move rhemselves because they have 
equipment and they can do it, but there are certain times when the 
job is a large enough job, of large enough magnitude, that they ask 
outside companies for bids. 

Mr. Brownson. And that is the area you people are particularly 
interested in servicing; you recognize there are many movements which 
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General Services Administration or the agencies, themselves, would 
make as ordinary internal movements, but it is when they get a big 
one that you would like to have a chance to bid on it? 

Mr. SmitH. We would like to get our foot in the door any time we 
could. , ; 

Mr. Brownson. I think your foot is well in the door now. 

Mr. Smiru. Not in the Government moving. Very few contracts 
have been let 

I have a list here of about 5 or 6 that I know of in the last 8 years 
in which I have been in the business. 

Of course, before the war, World War [1], that was the common 


practice of the Government in this area, as I understand | They 

did have to have a moving section that developed during Worl 1 War 

Il. Everybody being ressed for manpower, equipment, the Govern- 
| 


ment expanding like it was, and having quick moves, private industry 
was not capable at that time aud were not given the opportunity with 
priorities to expand. 

Mr. Osmers. Wouldn’t you say, Mr. Smith, in view of the fact that 
General Services Administration now has this equipment, it is not a 
question here of whether the Government should enter into this field; 
the Government is in the field, and this situation would be corrected 
gradually, as the start has apparently been made with these contracts 
that have already been let and, according to General Services Admin- 
istration, one effected savings of $60,000 a year, and don’t you think 
Congress should make some effort along this line by cutting off the 
funds which enable them to expand and buy more equipment? 

Mr. Smiru. I agree, sir, but you will never be able to find that in an 
appropriation bill because these general activities of the general mov- 
ing section of the civilian and military agencies—that is all charged 
against their budget, and whatever part of their budget I’m not sure. 
Probably maintenance or office administration funds. 

Mr. Osmers. In other words, you mean 

Mr. Smiru. You will never find it in the budget, where the moving 
section has much of a budget. 

Mr. Osmers. You mean that the moving activities that are con- 
nected to the General Services Administration, to which you are re- 
ferring, are reimbursed by the budgets of other departments? 

Mr. Smiru. Yes, sir; it is a charge-back proposition and, of course, 
if a survey was made of many of these civilian activities and the mili- 
tary, about their office moves, I think it would be most favorable for 
private industry to do this work. 

Mr. Jupp. Mr. Chairman. 

Mr. Osmers. If there are no further questions, do you want to 
proceed with your second point? 

Mr. Jupp. Mr. Chairman. 

Mr. Rrexuman. Dr. Judd has a question. 

Mr. Osmers. Dr. Judd. 

Mr. Jupp. You gave the names of the companies that bid, as I re- 
call it, on the Veterans’ Administration job. None of them got the 
contract because Veterans’ Administration said General Services Ad- 
ministration could do it more cheaply. Do you know what the figure 
was that General Services Administration turned in for its reimburse- 
ment from the Veterans’ Administration? 

Mr. Sairu. No, sir. 








36 GOVERNMENT IN BUSINESS 


Mr. Jupp. Somebody ought to be able to find that out to see whether 
actually General Services Administration did move it and did use less 
Federal money that one of these companies that bid might have used 

I don’t know where that information is, but it ought to be available 
Somebody on our committee staff can dig it up. 

Mr. McDonovau. It ought to be available. 

Mr. Jupp. Mr. Smith says he can’t get the information. Is that 
right? 

Mr. Smitru. We have no way of getting it. 

Mr. Osmers. I think that is an excellent point for the Harden sub- 
committee to run down. 

Mr. Jupp. That is right 

Mr. Osmers. I might also say at this point, Dr. Judd, this should 
be a point where we ought to impose a restriction on the purchase of 
trucks, as we now do on autos. 

Mr. Jupp. That is right, but without these facts we don’t know 
where we are. If General Services Administration was able to move it 
at a substantially lower cost, because if its existing fleet, we haven’t 
got much kick; but if it costs just as much or more for General Services 
Administration to do it than these companies would charge the Veter- 
ans’ Administration, the taxpayers would be better off and business 
would be better off to have it done by the private companies. 

Mr. Osmers. There is this situation, speaking for the Harden 
subcommittee, Doctor: We have found the Government representa- 
tives are not in & position to give accurate cost figures because of the 
figures of depreciation and the use of space, Government space, and 
so on. All of those factors are not considered, and it would take a 
rundown by the General Accounting Office and then a comparison by 
someone familiar with the accounting procedures of private truckers 
to make an intelligent, detailed comparison. 

Mr. Jupp. That is right, but I would still like to know how much 
the Veterans Administration paid to General Services Administration 
for moving its equipment 

Mr. Osmers. We can assume it was less than the private bid, even 
though the cost might have been a great deal more. 

Mr. Jupp. Yes. 

Mr. Osmers. Go ahead, Mr. Smith 

Mr. Smirn. I also got this Annual Motor Vehicles Report, General 
Services Administration reporting all vehicles of the Federal Govern- 
ment, with the exception, I believe, of the military agencies. I notice 
the comment was made you are cutting down the number of vehicles 
The last vear that seems to have climbed from 1952 to 1953—they 
increased 32,000 vehicles 

I just thought that might be interesting 

Mr. Osmers. It is 

Mr. Smirx. The second complaint our local movers have concerning 
the Government competition in this area is the local crating operation 
that is carried on by the Army Quartermaster Depot at Cameron, 
Va., right outside Alexandria. Recently we have had an exchange of 
letters regarding this situation which I believe vou will be interested 
to hear. 

Our organization wrote a complaint to the Secretary of Defense on 
this competition and requested an investigation. That was about 2 
months ago. We received a reply in return after a month’s time from 


oo ene emp orem mater 








GOVERNMENT IN BUSINESS 37 


Brig. Gen. W. A. Carter, Chief of the Service Division, Office of the 
Assistant Chief of Staff, G-4 Logistics, in the Pentagon. In essence, 
his reply was that according to their figures, including all overhead 
costs which seem complete on listing, they find their cost for crating 
to run $4.84 per hundred pounds compared to what they find the 
going rate in the commercial field at $6.50 per hundred pounds. 
Therefore, we have just answered General Carter as of the 9th of 
July in the following manner: 

Dear GENERAL Carrer: Thank you for your letter of May 24, in answer to 
our inquiry about Government competition, which has been referred to me by 
the movers division of our association. 

Since many firms in the Washington area have been performing this same type 
of work in great volume for many years at competitive prices, we cannot under- 
stand how your costs can be so much lower if all factors and overhead are included, 
when they show that our rates are more than 34 percent higher than yours. 

Would it be possible, in cooperation with your office, to reconcile items used in 
arriving at your cost figures, which we feel sure are available for public inspection. 
We would be very happy to pay for this survey by a cost accounting firm accept- 
able to both parties. 

It is not that we doubt the accuracy of your figures but we feel that you have 
not found all of your costs. Since we are all paying taxes to support this com- 
petition, we would like to check into this matter for our mutual benefit and 
understanding. 

Sincerely, 
Morris Davipson, President, DCTA. 

Mr. McCormack. That is a very courteous letter, I think, and they 
certainly ought to reply to it—-whatever value my observation might 
be to help you out. 

Mr. Smirxu. Thank you, sir 

As you know, most movers are also furniture warehousemen and as 
a part of their warehouse business they render a packing and crating 
service. Usually, a mover is in 4 or more different businesses under 
1 roof. In this area we have over 15 large moving firms who do 
storage, packing and crating, and have large investments in thei 
building and facilities for the packing and crating of household goods. 
As you may realize, there is a good volume of crating business in this 
city going overseas for both Government and civilians leaving this 
area and taking their personal effects with them to their overseas 
posts. 

The local Navy operation has had crating and household goods con- 
tracts with these private firms since before World War II up to the 
present date. The Navy felt that they could save considerable money 
by completely eliminating themselves from household goods crating 
and packing operations. Ironically, again, the Army Department at 
Cameron, Va., has continued their crating operations up to this date 
and is reported to do more than 11 million pounds of crating volume 
per year. At their own figures this could be over a $5-million crating 
operation per year. One slight invasion has been made by our local 
movers on this operation. The Cameron depot has seen fit to elimi- 
nate themselves from the preliminary hauling, packing and inventory 
of goods to their warehouse dock. They now have this work done for 
them by several local concerns. Then they continue the crating 
operation. They also have local concerns delivering their goods 
received to be unpacked and set up for officers returning from overseas 
to this area by local concerns. 

This concession, evidently, has proven economical to the Quarter- 
master Depot at Cameron as they have eliminated themselves from 
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this hauling operation in the last several years. Still, we cannot con- 
vince the Quartermaster Depot that private industry should do the 
whole job of preliminary packing crating and shipping. ‘They still 
continue to advance their theory and cost 1s far cheaper or as they say, 
34 percent cheaper, than our local concerns. If this is true, certainly 
the Navy Department ficures are wrong, for they continue to use 
private contractors and feel they are saving the taxpayers’ money. 


\t | present time all we can hope for is an accurate accounting 
from an impartial person or firm who knows enough about Govern- 
ment to find their real cost of crating. We micht also suggest that the 
General Accounting Office Investigation Branch investigate this 
situation to determine whether or not a savines could be wade at the 
Cameron, Va Quartermaster Station when ail of the overhead costs 


have been applied 

Mr. Osmers. Thank you very much. That is a good statement, 
Mr. Smith 

I might say to vou I think the Harden subcommittee will want to 


check into some of the details of your statement here, particularly 
along the lines Dr. Judd has suggested 

| was particularly interested in your remarks concerning the Navy, 
and this is a Government fallacy that we have found in many places 
that the Navy, for example, says it is absolutely necessary for them to 
make paint, but the other services buy their paint and claim that it is 
better. Now, here the Army is doing crating and the Navy says it is 
more economical to crate the same kind of goods in the same market 
for the same purpose. So, obviously someone is wrong 

It would seem to me that the burden of proof should always lie with 
the Government in these matters to prove that the Government can 
do it better, cheaper and in every way more advantageously 

Mr. Brownson. Mr. Chairman 

Mr. Osmers. Mr. Brownson 

Mr. Brownson. I would just like to make an observation: Either 
somebody is wrong or the Navy costs of crating under their type of 
operation were greatly out of line with the Quartermaster costs 
for crating. 

Of course, the Quartermaster has been crating military effects since 
the start of the Revolutionary War. It isn’t exactly a new and sinister 
move into private business 

What [ wanted to ask you is this: From the moving industry stand- 
point in the shipment of personal effects and furniture here in the 
United States as involved in the transfer from one military station 
to another, does the moving industry regard it as cheaper to ship 
uncrated furniture or to crate the shipment. For instance, if you are 
going to ship furniture from Washington, D. C., to Denver, Colo 
ordinary household effects that go into a five-room bungalow 
would that furniture be shipped cheaper by crating or by shipping the 
furniture uncrated? 

Mr. Smiru. It has been proven that uncrated on a five-room house 
would be cheaper; yes, sir. Only when you have a small amount of 
goods, somewhere in the neighborhood of less than 700 pounds, some- 
thing like that, is it cheaper to crate and ship. It is cheaper to crate 
and ship sometimes a small amount of goods. 

Mr. Brownson. When the Quartermaster ships personal property 
within the continental limits of the United States, do they ordinarily 
ship it uncrated? 
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Mr. Suiru. That is right. 

Mr. Brownson. On contract with a van line? 

Mr. Suir. Yes, sir. 

Mr. Brownson. Thank you. 

Mr. Osmers. Does anyone else have any questions of Mr. Smith? 

Mr. Conpvon. I wonder if 1 could make an inquiry, Mr. Chairman? 

Mr. Osmers. Yes, sir. 

Mr. Conpon. As these witnesses come before us, there is going to 
be testimony affecting other departments. For example, here we have 
mention of General Services Administration and the Department of 
Defense. Will there be witnesses from General Services Administra- 
tion and the Department of Defense and other agencies who will be 
mentioned from time to time that will be before us? 

Mr. Osmers. I don’t want to speak for Mr. Hoffman, Mr. Condon, 
but I believe it is not intended to do here what we did in the Harden 
subcommittee, which was, as you know, if astatement of this character 
was made before the Harden subcommittee, General Services Admin- 
istration would be called, the General Accounting Office would be 
called, other witnesses, as indicated by the testimony, and I feel that 
at this time the questions, such as the one you have raised, should be 
referred to the permanent staff of the Harden subcommittee for further 
investigation, as well as the very good point that Dr. Judd raised, so 
that we don’t get off the track of considering the legislation and, yet, 
all of these unchallenged statements are run down to the extent that 
the Board or the administration that is charged wants to run it down. 

Mr. Lantrarr. Mr. Osmers, in connection with the statement here 
of Mr. Smith and this letter that has been written to General Carter, 
| don’t know whether, in connection with this legislation or as a 
request to the Harden subcommittee, or in what manner 1 should 
be handled, but | certainly would like to see spelled out what factors 
are to be taken into consideration by the Government and Govern- 
ment agencies in arriving at their cost estimates, because we realize 
that is one of the problems we are always running into, and the 
Government agencies do not give us a correct cost analysis of what 
it costs the taxpayers to do a particular job. While that is just a 
part of the issue of Government in business, nevertheless, | think it 
could be conclusively proven in many cases that it was actually 
costing the taxpayers more for the Government to engage in an 
operation than it would to contract it out to private industry, but 
you always run into that answer, and I don’t know how it should be 
handled. However, at some point, either in this legislation or one 
of our subcommittees, we should take up that whole problem of cost 
accounting and cost analysis. 

Mr. Osmers. Of course, 1 want to make just one or two observa- 
tions about that: In the first place, the Harden subcommittee has 
heard in great detail from the General Accounting Office as to the 
procedures of accounting of the various branches and departments 
of the Government. I don’t want to be unfair to any of the depart- 
ments, but I think I can made a general observation that the General 
Accounting Office finds most Government accounting, for the purposes 
we are discussing here this morning, to be rather deficient and 
elementary. 

The second point I want to make is that the Government, not hav- 
ing the profit motive, not having the normal overhead expenses and 
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executive type of expenses and the sales expenses, if you will, that nor- 
mal business has, it is very difficult to make an exact type of compar- 
ison between the one operation and the other; but you have properly 
put your finger on a very important field of this activity. 

Now, the final observation about that I would like to make is this: 
eee ee ee See eae See 
is so important to the future of the country that costs alone should 
not be the factor, that cost should certainly be a consideration, and 
where it would be out of all conscience to have private industry do it, 
we shouldn’t have it done in some isolated station somewhere, but 
certainly the moving of goods in a competitive area, like this city of 
Washington, with 20 or 30 important moving concerns here, it would 
seem to me, in a matter of that kind, the Government would have to 
make a pre tty strong case in order to stay in the moving business. 

Does anyone esle have any questions of Mr. Smith? If that is all, 
thank you, Mr. Smith 

Mr. Smitx. Thank you 

Mr. Osmers. The next witness is Mr. Tyre Taylor 


STATEMENT OF TYRE TAYLOR, GENERAL COUNSEL, SOUTHERN 
STATES INDUSTRIAL COUNCIL 


Mr. Taytor. Mr. Chairman, my name is Tyre Taylor. I represent 
the Southern States Industrial Council, which is a regional organiza- 
tion with headquarters in Nashville, Tenn. Its members represent 
all lines of manufacturing, mining, transportation, and banking 
These members are distributed over the 16 Southern States from 
Maryland to Texas It also has members located entirely outside the 
South. 


The council is vroverned by a board of 90 direetors, 5 from each of 
the 16 Southern States and 10 chosen at large from outside its terri- 
tory It seeks to represent and speak for its membership on those 


road, fundamental issues which we believe are basic to the American 
free enterprise system 


The last annual hoard meeting of the council was held at Point 
Clear, Ala., on May 13 and 14, 1954 \t this meeting a declara- 
tion of policy was adopted which includes the following statements 


m Government competition with business: 


Government competitio wit! private enterpris¢ is destructive of the principles 
upon which our economic system rests, and should be eliminated * * *. The 
council advocates that all Government-owned facilities which now compete with 
private enterprise should be sold and the proceeds be applied on the payment of the 
lie debt.’ 


pul 


The council takes this position for the reason that, as a private 
industry-representing organization, it is opposed to socialism; and let 
there be no mistake about it, what we are dealing with here is socialism, 
pure and unadulterated, whether it be Government ownership and 
operation of a rope factory or the Tennessee Valley Authority. 

With the exception of atomic energy which presents a special case, 
this Government competition is not—at least not yet—monopoly 
socialism in the sense that whole industries are owned and operated 
by the Government as are the coal mines in England, but it is a step 
in that direction. The difference is only one of degree, not in kind. 

In addition, there is the element of basic unfairness in Government 
competition. The Government pays no taxes, whereas the private 
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operator does. In these days of high and, in some instances, well-nigh 
confiscatory taxes, this competitive advantage of the Government- 
owned facility may very well prove decisive. 

The function of government in a republic is to govern. It was never 
intended that this Government should set itself up in business in 
competition with its own citizens who support it with their taxes. 

That this threat to our free-enterprise system is serious is shown 
conclusively by the testimony given before the Harden subcommittee. 
I shall not attempt to summarize this testimony here, but will quote 
one paragraph from the subcommittee’s report: 

Federal agencies have entered into so many business-type activities that they 
constitute a real threat to private industry and labor, imperil the tax structure, 
and are, in many industries, a step toward socialism. Many of these business 
operations employ thousands of people and have capital assets running into bil- 
lions upon billions of dollars. These are largely tax free, but competitive with 
private industry and labor, which pay taxes 

The only remaining question is whether the Osmers bill—H. R. 
8832—is adapted to the purpose its distinguished author had _ in 
mind, and since it was decided here this morning the det ails of ths at 
bill would not be discussed I simply want to say the council supports 
the purpose of that bill and the other bills. It wishes to express its 
appreciation to you, Mr. Osmers, and to Mrs. Harden and the sub- 
committee for the long distance that we have come, we feel, toward a 
solution to this problem. 

We earnestly hope that this full committee will report out an 
appropriate bill and that if it is not considered at this session of 
Congress it certainly may be considered at the next session. 

That concludes my statement under the 5-minute rule, Mr. Osmers. 

I may want to file an additional statement with some more details 
in it. 

Mr. Osmers. We will be very happy to have any additional state- 
ment you might want to make, Mr. Taylor. 

There are 2 or 3 little que stions they may be of a “Yes” or “No” 
variety—lI would like to ask you. Don’t answer them “Yes” or “No” 
unless you feel they lend themselves to that kind of an answer. 

Obviously, you feel that there is a need for legislation in this field? 

Mr. Taytor. Yes, sir; definitely. 

Mr. Osmers. The Government makes, generally speaking, four 
types of arguments in conducting competitive business activity. 
Those four arguments are: 

First, that the Government can do it better 

Second, that the Government can do it cheaper; 

Third, that security—that is as to espionage, security regulations 
cannot be observed unless the Government conducts the activity; and 

Fourth, the argument that quality cannot be controlled unless the 
Government engages in an activity. 

Now, I would like to have an expression from you, Mr. Taylor, as 
to whether you feel that any or all of those arguments can be valid 
in the average situation. 

Mr. Taytor. We feel definitely that the first two cannot, that the 
third one might be under certain circumstances and that the fourth 
one might be under certain circumstances. 

We do not take the position that the Government should not engage 
in any private activity at all. We take the position that it should 
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not engage in any private activity where a privately owned business 
can do the job just as well 

We are acutely aware of this problem of national security, and es- 
pionage, and there may be certain situations where the Government 
will have to keep on carrying out a particular activity by reason of 
those situations. 

The council’s position on this is in no sense rigid. We simply feel 
there is a broad trend here, which was brought out by Congressman 
Curtis this morning, under which the Government is acquiring a large 
amount of the wealth in this country. I have heard the estimate of 
the value of these facilities, which can and should be liquidated, as 
$30 billion 

Now, we feel the time has come to reverse that trend. 

Mr. Osmers. There is one question I wanted to ask you concerning 
labor, though I recognize your organization is primarily an organiza- 
tion of employe rs rather th: an of labor groups 

Mr. Taytor. That is right 

The Cuarrman. I am going to ask this question of labor witnesses, 
Loo, of course 

Do you feel the American laboring man is better off working for 
the Government or working for private enterprise? 

Mr. Taytor. We feel that he is definitely better off working for pri- 
vate enterprise. As was also brought out this morning, when he works 
for the Government his right to strike is sometimes seriously impaired 

Mr. Osmers. Do you feel, Mr. Taylor, that he: intense activity of 
Government in competitive activities will dry up sources of risk capital 
if carried beyond a certain point 

Mr. Tayztor. It will, Congressman, for this reason: No private 
business can successfully compete with a Government-subsidized, 
Government-operated business that doesn’t pay any taxes, that gets 
its money at a low interest rate, and for that reason the whole private- 
enterprise iield will become, unless this trend is arrested, less and less 
attractive to private capital and private investment. 

Mr. Osmers. Do you feel, Mr. Taylor, that the willingness of 
Aeepenene to engage in private enterprise | has been a great contri- 

iting factor to our growth and prosperity? 

Mr. Tayxor. I think it has been by all odds the very greatest con- 
tributing factor. 

Mr. Osmers. Are there any other questions? 

Mr. Wituiams. Mr. Chairman. 

Mr. Osmers. Mr. Williams. 

Mr. Witurams. None of the bills we are considering provide that 
the money received on liquids ition of any of these Government opera- 
tions would be applied directly to the reduction of the public debt, as 
I recall, do they ? 

Mr. Taytor. No, sir; not that I recall. 

Mr. WiuuraMs. I see underscored in your statement that observa- 
tion of your council. 

Mr. Taytor. That is the position of the council. 

Mr. Wituiams. And you would change these bills to provide that 
there would be a direct reduction of the public debt as a result of 
such liquidation? 

Mr. Taytor. That is the position of the council; yes, sir. 

Mr. Osmers. Are there any other questions? 
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Mr. Pricuer. Mr. Chairman. 

Mr. Osmers. Mr. Pilcher. 

Mr. Prucuer. Mr. Taylor, you state in your statement: 

Government competition with private enterprise is destructive of the principles 
upon which our economic system rests, and should be eliminated. The council 
advocates that all Government-owned facilities which now compete with private 
enterprise should be sold and the proceeds be applied on the payment of the 
public debt. 

Do you mean that the Government should get out of business 
entirely? 

Mr. Taytor. The statement says “which now compete with private 
enterprise.” 

Mr. Pitcner. Don’t you believe there is a middle of the road some- 
where? 

Now, I am a businessman myself. Business can be just as cruel as 
Government when it comes to profits. There are certain cases, for 
instance, where, if you didn’t have any competition, certain groups 
of business could sell the Gove ee certain things and the Govern- 


ment would have no vardstick as ) price, and they could get to- 
gether—you know, most all of us, if the ( Government pays for it, are 


prone to say, “It’s all right; gyp them.” 

[ am just as much in favor of getting the Government out of business 
in free enterprise as any man on this committee, but when you say 
get it out entirely, where there is no yardstick—and you have your 
research in some of it—you can’t just say, “Get out of business 
period.” 

Now, when it comes to boxmaking and paint manufacturing and 
banking, and where they just expand it, 1 am just as strong for that 
as anvbody, but I think we have got to be realistic and when you go 
talking about the Government not being able to compete in any kind 
of business, I think we are going a little bit too far. 

Mr. Taytor. I suppose you have the TVA in mind. 

Mr. Prtcner. Oh, certainly not. I haven’t the TVA in mind. I 
am for TVA, and REA, too, just as strongly as anybody, but I have 


certain other things in mind. ‘Take, for instance, paint. We, in 


our committee, said we wanted to quit making paint in competition 
with private industry, but I think we also said the Navy should 
maintain the paint manufacturing business for research and make 
certain paints they couldn’t buy from private enterprise. 

Mr. Tayitor. | don’t think we have any objection to that, Congress- 
man. 

Mr. Osmers. Are there any other questions? 

Mr. McDonovan. Mr. Chairman. 

Mr. Osmers. Mr. McDonough. 

Mr. McDonovau. I would like to have your views on the Govern- 
ment functioning as a subsidizing agency, as it is in some instances, 
where it subsidizes industry to produce. 

Mr. Taytor. We think that is legitimate, Congressman, in those 
situations, such as scarce metals, where a subsidy is necessary in order 
to secure production. 

Mr. McDonoveu. And in its aid to the housing industry, you think 
that should continue? 

Mr. Taytor. No, sir; we do not. 

Mr. McDonovan. You mean even FHA? 
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Mr. Taytor. We have particular reference to the public housing 
program. We think that is indefensible. 

Mr. McDonouau. But in the financing of homes for individuals, 
under FHA, you believe that is a good function, or do you? 

Mr. Tayutor. Personally, I am inclined to think that it 1s; butthe 
council doesn’t have a position on that. 

Mr. Osmers. Are there any other questions? 

Thank you, Mr. Taylor 

Mr. Taytor. All right, sir. 

Mr. Osmers. If there is no objection from the committee, I would 
like to suggest that we hear 1 more witness and then recess until 2 
o’clock this afternoon and hear the remaining, I believe, 3 witnesses 
that we will have at that time 

Is Mr. Munce here? 

I understand, Mr. Munce, you are unable to return later this 
afternoon. 

Mr. Munce. It would be much more convenient if I could be 
heard now. I have several appointments, and I have to leave town 
this afternoon. So, I appreciate this time, Mr. Chairman. 

Mr. Osmers. We are glad to have you come here and we will be 
happy to hear you. 


STATEMENT OF MARSHALL G. MUNCE, VICE PRESIDENT, YORK 
CORP., AND VICE CHAIRMAN, INDUSTRIAL PROBLEMS COM- 
MITTEE, NATIONAL ASSOCIATION OF MANUFACTURERS 


Mr. Muncr. Thank you very much. 

\lvy name is Marshall G. Munce. I am vice president of the York 
Corp , and a vice chairman of the Industrial | roblems Committee of 
the National Association of Manufacturers. I am speaking today for 
that association 

In presenting the National Association of Manufacturers’ views, 
Mr. Chairman, I will, with your approval, make minor deviations 
from the statement in your hands in an effort to more clearly express 
to your committee the National Association of Manufacturers’ views 
on the matter. 

National Association of Manufacturers appreciates this oppor- 
tunity to express its views to this committee on H. R. 8832. 

We approve its general objectives—the termination or limitation 
of activities of the Government which are conducted in competition 
with free enterprise. In so doing, we want to give full recognition 
to the fact that similar objectives are contained in H. R. 9834, H. R. 
9835, which was introduced more recently by your chairman, Repre- 
sentative Hoffman, and, may I say, in view of your remarks this 
morning, although we have had no opportunity to study it, 9890. 
Therefore, although this statement has been prepared to express 
the National Association of Manufacturers’ views on H. R. 8832, the 
endorsement of the general objectives of this bill applies equally 
to the other two bills. 

This association has for many years studied and analyzed the 
problem of Government competition with private enterprise. It 
can be said at the outset that the objectives of H. R. 8832 are in accord 
with sound fundamental principles and would serve to strengthen 
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the free competitive system. I believe that we can all agree that 
this is a desirable goal. 

The basic policy of the National Association of Manufacturers 
bearing directly upon this matter of Government competition is as 
follows: 


The function of government is primarily political rather than economic. While 

certain activities must be regulated by the Government for the public good, its 
responsibilities do not encompass competition with its own citizens in the fields 
of production and distribution. Insofar as governmental activity invades the 
field of private enterprise, it threatens the other elements—civil rights and 
civil liberties—inherent in our system of government. 
Given the same conditions, there are no circumstances ‘under which private 
enterprise cannot operate in the field of the production and distribution of goods 
and services more efficiently than can Government. The only cases where, on 
the surface, this is not apparent are those in which through subsidies, freedom 
from taxation, or improper allocation of costs, government enjoys a definite 
competitive advantage. The hidden deficits resulting almost inescapably from 
Government-operated business competing with private business are always 
paid by the taxpayer. 

Thus Government enterprise must necessarily choke out competing private 
enterprise. The consequent diminished area of taxation intensifies the tax burden 
upon remaining private enterprise and further increases the hancicaps under which 
private enterprise is unfairly required to compete with the Government. 

Private enterprise is constantly studying the nee? for additional plant capacity 
and has demonstrated its ability to meet the most cifficult of production problems. 
Government can assist in providing a?citional facts regarcing problems of capac- 
ity and supply but its traditional function does not inecluce the builcing and 
operating of its own plants in competition with private industry. Increasing 
Government competition with private enterprise is a major Ceterrent to the flow 
of job creating capital into private enterprise. It Cestroys private capital invest- 
ment incentives and can only lead to a state ownership of all enterprise 

Your committee has expressed a number of similar views in your 
numerous intermediate reports on Government in business, and it is 
clear that you recognize the basic principles which are at stake. 

Your committee has already developed a very substantial body of 
, ee : ie ; : : 
factual information. The excellent investigations and reports by your 
Subcommittee on Intergovernmental Relations, of which Represent- 
ative Cecil M. Harden is chairman, have revealed the seriousness of 
this problem and the urgent need for continued investigation and 
study of the nature and extent of Government competition with private 
business, and directly related problems, which we recommend be made. 

In addition to the broad policy position which I have read, you 
may be interested in the National Association of Manufacturers’ 
views with respect to the electric power field. The National Associa- 
tion of Manufacturers’ policy on hydroelectric power development by 
investor-owned utilities and the Federal Government is as follows: 

The preservation of the American system of free, private, competitive enter- 
rise depends upon the limitation of governmental activities in proprietary under- 
takings. 

We are alarmed at the rapid encroachment of the Federal Government in the 
‘xploitation of the power resources of the country and at the concomitant control 
the Federal agencies are able thereby to exercise over all industry. The Niagara 
River redevelopment project and the Hell’s Canyon project on the Snake River 
in Idaho should be left to the investor-owned utility companies which are able, 
villing and have offered to construct all the facilities for the production of electrie 
power involved in said projects without drain upon the Federal Treasury and by 
means of properties subject to taxation. The plans proposed in each instance by 
the investor-owned companies will produce the same amounts of electric energy 
as are claimed under the plans of the Federal Government 

We believe that the power de\ elopments made subiect to the dulv constituted 
regulatory authorities will inure to the benefit of all users of the power and thereby 
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be free from the controls which can be and have been exercised by the Federal 
agencies Where power is now manufactured and distributed by them. 

We further believe that developments by investor-owned companies are in 
keeping with the democratic principles of the free-enterprise system as opposed 
to national controls which follow the federalization of the energy resources. 

The National Association of Manufacturers supports the investor-owned com- 
panies in the positions they have taken before the Congress with reference to the 
Niagara River redevelopment project and the Hell’s Cauyon project 

Over the past 20 years we have witnessed the creation and expan- 
sion of tremendous Government business enterprises. Some were 
designed to bolster economy; some were wartime expediencies. Gov- 
ernment corporations have been a prominent feature of this trend. 
The Military Establishment has participated extensively. Various 
governmental departments and agencies have played important parts. 
The tenac ity of these enterprises, when once begun, has been remark- 
able. For example, in 1945 there were 101 separate Government 
corporations, many of which were war-born, but 9 years later we find 
about 80 of these corporations still in existence 

Today, however, there appears to be a growing tendency to curtail 
and to cut down the size and scope of governmental operations, and 
to reverse the trend. The progress that has been made is gratifying, 
but much more needs to be accomplished 

| believe that the taxpayers of the Nation are becoming increasingly 
conscious of the unreasonableness and unfairness of tax-exempt, 
publicly financed competition. lL think they are becoming more 
aware of the inefficiencies and high cost—all things considered—of 
Government operation of business-type facilities and services. They 
have seen that losses of such Government operations are often charged 
off to the taxpayers, both operating losses and e apite al losses. 

There are enormous sums of money involved in these problems. 
Only last Monday, July 12, 1954, the New York Times reported some 
tentative estimates which have been made in the absence of a com- 
prehensive factual survey, indicating that the sale value of the 
Government’s commercial-ty pe ent rprises to private owners may 
be as great as $25 billion to $40 billion. The article went on to point 
out another tentative estimate that in the Defense Department alone 
the gross annual output of all military, commercial, and industrial 
type operations is about $10 billion, and there is no estimate of the 
capital investment behind this figure. 

The bill under consideration here today—H. R. 8832—proposes to 
establish an Anti-Government Competition Board which can serve a 
number of useful purposes, not the least of which is to increase the 
knowledge of the taxpayers on this vital subject through published 
studies and periodic tsa This is a highly commendable purpose 
because the taxpayers—and all of the people—need and are entitled 
to a comprehensive and penetrating analysis of the facts as they are 
developed. 1 think the people of this country eoaid be grateful for 
more information of this kind. 

The basic purpose of the proposed Board is to collect, collate, and 
analyze information on Government competition with business. The 
need for such study, on a continuing basis, is very great. The facts 
must be made available as a basis for policy decisions and specific 
action. ‘There is a real need, for example, to obtain further informa- 
tion on such matters as the operations and costs of Government 
business activities. 
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Such study would provide invaluable aid, not only in examining 
and curtailing existing instances of Government competition but also 
in preventing new or expanded forms of this kind of competition from 
establishing themselves. 

The proposed Board, with the Secretary of Commerce as Chairman, 
would provide various industry representatives with a definite place 
to turn in presenting any suggestions or complaints about the Govern- 
ment’s competition with their particular business. Moreover, the 
proposed advisory committees could help bring about maximum co- 
operation and understanding in the many ph: ases of the Board’s work. 
For example, the advisory committees would be in a position to sug- 
gest where Government competition could be limited or terminated 
and where private facilities, products, or services could be used instead, 

The inclusion of the Director of the Bureau of the Budget in the 
makeup of the four-member board is a wise choice in view of the ex- 
tensive work by'that Bureau on these problems and the vital tie-in 
with matters of economy, revenues, and reduction of expenditures. 
Likewise, the inclusion of the Secretary of the Treasury and the Comp- 
troller General on the proposed Board indicates sound and realistic 
selections, 

Additional features of the plan such as public hearings me semi- 
annual reports seem to offer a fair and democratic method of pro- 
cedure in carrying out the purposes of the proposed Anti-Government 
Competition Board. 

The problem of divesting the Government of commercial and indus- 
trial-type business operations is not simple. The first great need is 
to get the facts. This bill has a good many teeth in it to make sure 
that the proposed Board gets the kind of information and help it 
needs in order to make sound recommendations to the President. 

The National Asseciation of Manufacturers regerds this bill as a 
highly constructive and important proposal. We wish to praise and 
encourage your committee’s efforts in developing the subject of 
Government competition with private business. We believe this bill 
should be enacted as a major step toward the elimination of Govern- 
ment competition with private business. 

Before concluding, I would like to say that my attention has been 
called to two additional bills, H. R. 9834 and H: R. 9835, introduced 
last week by Representative Clare Hoffman, chairman of the Com- 
mittee on Government Operations. These bills also have for their 
objective getting the Government out of business and, as we have 
already stated, this association supports this objective. 

We thank you for this opportunity to present our views. 

Thank you very much. 

Mr. Osmers. Thank you, Mr. Munce. 

I would like to have the record show that Congressman Stauffer 
has participated in this hearing this morning, and also to thank 
Congressman Stauffer for his continued interest and help to the 
committee in connection with this subject. 

Are there any questions of Mr. Munce? 

Mr. Munce, that was a very fine statement ard we are happy to 
have it, and thank you very much. 

Mr. Munce. Thank you very much, Mr. Chairman. 

Mr. Osmers. The committee will stand in recess until 2 0’cloc % 

(Whereupon, at 12:27 p. m., the hearing was recessed until 2 p. m., 
of the same day.) 
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AFTERNOON SESSION 


The committee reconvened at 2 p. m., pursuant to recess. ) 

The CuHarrman. The committee will come to order. The next 
witness is Mr. Elton Kile. Please identify yourself and proceed with 
your statement 


STATEMENT OF ELTON KILE, PRESIDENT, NATIONAL ASSOCIATED 
BUSINESSMEN, INC., KILEVILLE, OHIO 


Mr. Kite. My name is Elton Kile. I live at Kileville, Ohio. I 
am president of National Associated Businessmen, Inc., an organiza- 
tion of businessmen which was established in 1946 to study and report 
on unfair competition and the inequities of taxation that operate to 
the detriment of the taxpaying businesses of this country. I am in 
the grain and feed business, and | have been, for a number of years, a 
member of the Ohio State Legislature. 

Mr. Osmers. Mr. Kile, the organization which you head, the Na- 
tional Associated Businessmen, Inc., is that an organization which is 
sponsoring the so-called Wilson plan? 

Mr. Kite. That is right. 

Mr. Osmers. To get the Government out of business? 

Mr. Kine. That is right 

Mr. Osmers. Thank you 

Mr. Kite. I have a complete statement which has been filed with 
the committee, but I have a much shorter statement I wish to bring 
to the attention of the committee now 

The CuarrmMan. You wish to have your statement accepted and 
incorporated in the record? 

Mr. Kine. I do 

Mr. CuarrMan. In addition to that you wish to make a short 
statement? 

Mr. Kiue. Yes. 

The CaarrMan. Very well. 

The statement is as follows: 


STATEMENT OF ELTON KILE PRESIDENT, NATIONAL ASSOCIATED BUSINESSMEN 


IN KILEVILLE, OHIO 


I am president of National Associated Businessmen, Inc., an organization of 
businessm¢ which was established in 1946 to study and report on unfair compe- 


tition and the inequities of taxation that operate to the detriment of the taxpaying 
businesses of this country I am in the grain and feed business and I have been 
for I er OF vears, a membe of the Ohio State Legislature 

I membership of Nationa (Associated Businessmen is made up of both big 
and SSé luding banks, insurance companies, construction con 
pantie uublishers, mines and metal workers, oil companies, c ffee roasters 
manufacturers of cement lairy ¢ lipment, lumber, boxes, paperboard, machine 
tool and hand tools chemicals clothi ig. machinery paper shoes, medical 
instruments. bricks, and a great many other products 

I earing on behalf of the many members of our organization in favor of 
H. R. 8832, the Anti-Government-Competition Act In that bill, we especially 
like tl firm declaration of national policv by the Congress that Government 
should get out and stay out of competiti business Wi like the proposed Anti- 


Government-Competition Board of Cabinet rank, and we very greatly approve 
the powers and authority given to that Board—to require the listing of all business 
activities engaged in by the various departments and agencies; to hear the com- 
plaints of businessmen who are being harmed by bureaucratic competition; and 
to reeommend veto of proposed new business activ ities by any Government agency 
when they are contrary to the public interest. 
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Those powers, Mr. Chairman, to demand a full and complete listing of all 


Government’s businesses and to urge veto of furt! expansion, exist nowhere 
today not even in the White House or in the Bureeu of the Budget Tt is, we 
believe, of the utmost importanee that such guthoritv be vested in a p iblie- 


minded and highly responsible Board—the more so, if we are to preserve the free 
dom of private enterprise and to protect our people from the Socialistie system 
into which so much of the world is slipping 

It is an amazing fact that no one knows the size or complexity of Government’s 


enterprises in the fields of commerce, industry, end finance No one knows 
within x billions of dollars, how much money has been invested in these various 
businesses. Estimates of their current value vary from $25 billion to $50 billio: 


or more. There is not even a responsible figure as to the number of persons em 
ployed in these bureaucratic activities. Search as you will in the voluminous 
Federal budget, you will find little evidence of the Government’s business activi 
ties. Whether by design or bv one of those n vsterious accidents of boc kkeeping, 
these enterprises are most frequently hidden so that even the watchdogs of the 
congressional appropriations committees are unable to detect them 

This should not be so—but it is so and it has been so for a verv long time. 

Twenty-two vears ago, the Shannon committee of the House of Representatives 
investigated what Government was doing in business A. competent report wes 
submitted, listing about 100 enterprises which appeared to be in competitien with 
privately owned business. But nothing was ever done to correct the unfair com- 
petitive situation that was shown to exist 

In 1952, the Bonner subcommittee held exhaustive hearings on Government’s 
competitive business enterprises. Four thick volumes of testimony were printed 
about 100 enterprises were listed; and a report was written, with recommendetions 
for action, But the report was never printed or publicized—and again nothing 
whatsoever was done to correct the situation 

Happily, the story is different this year. Mrs. Harden’s Subcommittee on 
Intergovernmental Relations has held hearings; a vast amount of evidence has 
been presented; findings have been published and given wide distribution and out 
of the recommendations has come H. R. 8832 

Mr. Chairman, the Government has been in one sort of business or another for 
a very long time. The postal service dates from the very beginning of the Re- 
public; it is and always has been a business enterprise, though it is only since the 
establishment of the parcel post that it has been in actual competition with a 
taxpaying business. 

It is certain, at any rate, that the founding fathers were without exception of the 
firm belief that, as Thomas Jefferson said, ‘Agriculture, manufactures, commerce 
and navigation, the four pillars of our prosperity, are most thriving when left 
most free to individual enterprise.” Far from encouraging expansion into com 
merce or industry or banking, it was Mr. Jefferson’s idea that the general Govern- 
ment should “be reduced to a very simple organization, and a very inexpensive 
one; a few plain duties to be performed by a few servants.” 

I imagine Mr. Jefferson would, be quite shocked if he could see how our gover? 
mental activities have expanded. 

The first commercial activity in direct competition with private enterprise 
appears to have been the setting up of a ropewalk by the Navy in Boston, during 
the administration of Andrew Jackson. That was about 120 vears ago: the reason 
was a desire to escape dependence upon Russia for hemp. It was, in all prob- 
ability, considered to be a purely temporary arrangement — but in the vocabulary 
of bureaucracy there is no such word as “‘temporary.’”’ The Boston ropewalk is 
still doing business, though its product is indistinguishably mixed with rope 
bought from taxpaying concerns and even the Navy is hard put to it to find 
valid reasons for its continuance 

From that rather small industrial beginning, Government has plunged on into 
businesses of a great many kinds—always expensively, because capital is quite 
easily raised from the Treasury, and interest, taxes and profits need never be con- 
sidered; generally inefficiently, because there are no dividend-minded directors 
and stockholders to demand that the job be done in the best possibl AY 

The list of “Commercial and industrial-type activities in the Federal Govern- 
ment, 1953,’’ to be found on page 12 of your committee’s excellent report of 
“The Government in Business: Part 1,’’ dated February 9, 1954, is astonishing, 
but as you well know it is by no meats complete. In the months since our 
organization has been studying this competitive situation in our own independent 
way, there has been hardly a week that our attention has not been called to some 
other unlisted activity which is stepping on somreone’s taxpaying toes. 
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And in the miscellaneous list we find such items as veterans’ life insurance, the 
Alaska Railroad, the Panama Canal Company, the Puerto Rico administration, 
the revolving fund of the Bureau of Indian Affairs, the Army, Navy, and Air 
Force industrial funds, the Bureau of Mines helium plants, the Small Business 
Administration, and one or two others including the Virgin Islands Corporation, 
whose principal function up to very recently was making rum out of molasses. 

Unfortunately, Mr. Chairman, most of these Government businesses operate 
with practically no supervision. The Senate Committee on Government Opera- 
tions published a few months ago the Audit Reports of Government Corporations 
and Agencies, and the shocking statement was made that it was not until 1945 
that most of the 78 businesses investigated were required to keep a business-type 
budget or to have their accounts officially audited. 

Small wonder that these Government businesses are abominably run—and that 
the taxpayers’ money is recklessly wasted. Time Magazine has told the ridiculous 


episode of one of the Navy’s ventures into the scrap-metal business. The Defense 
Department authorized its 3 forces to spend $10 million a your reclaiming their 
scrap. The Navy’s Pensacola Air Station promptly spent $25,000 on a scrap 


press and $5,000 to install it. Nearby was a bigger private press which in 10 days’ 
time could have smashed and baled all the serap the base had. 

Your own committee records tell how the Government spent $43,369 to haul 
$4,368 worth of scrap iron from Alaska to Celiforniz, and even that report is mild 
in comparison with the incident—again to be found in your committee’s recent 
reports—in which a whole fiel 1 of wornout airplanes was sold to a scrap processor 
who found in the tanks enough gaso line to reco Ip the entire amount of his pur 
chase price. 

I have told you enough, I believe, to prove that Government should get out of 


business and stay out You may ask: Can it be done? 
The answer is yes. And the proof of that “yes” is that it is being done 
The Mississippi Barge Lines have been sold to a company that will pay Federal 


income tax on its earnings. 

World War II’s synthetic rubber plants will be sold to private, taxpaying com 
ye at the year’s end. Thirty-seven companies recently submitted 76 bids for 
the 13 rubber plants 

The Muscatine, Iowa, alcohol plant has been sold 

The Defense Department is selling or closing a Navy clothing factory, all of 
its sawmills and some of its bakeries. 

The Reconstruction Finance Corporation’s loans are being liquidated to banks 
and insurance companies and the big lending agency is closed up * 3 

Mind you, Mr. Chairman, most of Government’s businesses were established 
under Executive order and they can be closed by Executive order 

But the Congress must initiate the policy that these competitive enterprises 
are no longer in approval—that the Congress wishes Government to get out of 
business and to stay out. 

H. R. 8832 will accomplish that purpose and end. The Anti-Government- 
Competition Board will provide a needed forum, where taxpaying business msy 
express itself—and the power of veto recommendation will give strength to tho: e 
who believe that we should begin to save the taxpayers’ money and not throw .t 
around like a lot of drunken sailors. 

In closing this earnest recommendation that H. R. 8832 be reported by the 
committee and passed by the Congress before the end of this session, let me 
read into the record two paragraphs from a report by the Budget Bureau. It 
was issued last week in connection with another matter, but fits perfectly the issue 
now before you: 

“There are many activities now performed by private enterprise for the Federal 
Government which the Government, because of its freedom from taxes and its 
enormous credit resources, could seem to perform more cheaply under a concept 
that nonpayment of taxes by the Federal Government is a true saving in cost. 

“This concept ignores the consideration that when a commercial-type omnee 
does not pay taxes, it leaves a larger amount of taxes to be absorbed by other 
taxpavers. If this concept were accepted and if it bi also conside feck sound 
to provide funds through Government borrowing, the Government might propose 
to take over these activities on grounds that they would cost less under Govern- 
ment operation. Such action would be contrary to our basic conception of a 
private enterprise economy.” 

That, Mr. Chairman, is the end of the Budget Bureau’s statement. It is not the 
end of the demand of business that Government get out of business and stay 
out—to the happy end that business may once more be free, that taxes on earnings 
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may be lowered, and that the American system of free enterprise may be restored 
to its successful stature. 


Mr. Kite. The membership of National Associated Businessmen is 
made up of both big and small businesses, most of them deeply con- 
cerned by the competition of the Government in their own lines of 
enterprise. On their behalf 1 am appearing in favor of H. R. 8832, 
the Anti-Government-Competition Act, and, as of today, we extend 
that approval, with some reservation, to H. R. 9890, which was 
introduced vesterday. 

The purpose of these bills is in general about the same; the ma- 
chinery by which the Government would be taken out of business is 
different 

In H. R. 8832 we especially like the firm declaration of national 
policy by the Congress that Government should get out and stay out 
of competitive business. We like the proposed Anti-Government- 
Competition Board of Cabinet rank, and we very greatly approve the 
powers and authority given to that Board—to require the listing of 
all business activities engaged in by the various boards and agencies; 
to hear the complaints of businessmen who are being harmed by 
bureaucratic competition; and to recommend veto of proposed new 
business activities by any Government agency when they are con- 
trary to the public interest 

Those powers, Mr. Chairman, to demand a full and complete listing 
of all Government’s businesses and to urge veto of further expansion, 
exist nowhere today—not even in the White House or in the Bureau 
of the Budget We consider them of the utmost 1mportance—the 
very essence, in fact, of this effort to get Government out of com- 

e business It may be that they can be written into H. R. 
9890, if the committee deems it desirable to vest full authority in the 
Secretary of Commerce and the Director of the Budget, but we 
should not favor any proposal that omitted the forum for the hearing 
of businessmen’s complaints, or the annual report to the Congress 
of all Government businesses, or the preliminary consideration of 
proposed new Government businesses, with the power to recommend 
veto 

What we want, Mr. Chairman, is a law that will preserve the free- 
dom of private ente rprise and protect our people from the socialistic 
system into which so much of the world is slipping. H. R. 8832 would 
stop further expansion of Government in business as of now—and 
that is what we want. 

It is an amazing fact that no one knows the size or complexity of 
Government’s enterprises in the fields of commerce, industry, and 
finance. No one knows, within X billions of dollars, how much 
money has been invested in these various businesses. Estimates of 
their current value vary from $25 billion to $50 billion or more. There 
is not even a responsible figure as to the number of persons employed 
in these bureaucratic activities. 

This should not be so—but it is so and it has been so for a very 
iong time. 

Twenty-two years ago the Shannon committee of the House of 
Representatives investigated what Government was doing in business. 
A competent report was submitted, listing about 100 enterprises 
which appeared to be in competition with privately-owned business. 
But nothing was ever done to correct the unfair competitive situation 
that was shown to exist 


DevuLtL\ 
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in 1952 the Bonner subcommittee held exhaustive bearings on 
Government’s competitive business enterprises 

The CHarrmMan. What was that committee? 

Mr. Kite. The Bonner committee. B-o-n-n-e-r, 

The CHarrmMan. | know. That was a subcommittee of this 
‘ommittee. 

Mr. Kite. What is that? 

The CaarrMan. I think that was a subcommittee of this committee. 

Mr. Kixe. Four thick volumes of testimony were printed; about 
100 enterprises were listed; and a report was written, with recom- 
mendations for action. But the report was never printed or pub- 
licized—and again, nothing whatsoever was done to correct the 
situation. 

Happily, the story is different this year. Mrs. Harden’s Subcom- 
mittee on Intergovernmental Relations has held hearings; a vast 
amount of evidence has been presented; findings have been published 
and given wide distribution and out of this study have come H. R. 
8832, H. R. 9890, and other bills. 

I shall not attempt to state here the types of business that Gov- 
ernment is engaged in. The list of commercial and industrial-type 
activities in the Federal Government, 1953, to be found on page 12 
of your committee’s excellent report of The Government in Business 
Part 1, dated February 9, 1954, is astonishing, but as you well know 
it is by no means complete. In the months since our organization 
has been studying this competitive situation in our own independent 
way, there has been hardly a week that our attention has not been 
called to some other unlisted activity which is stepping on someone’s 
taxpaying toes. 

Unfortunately, Mr. Chairman, most of these Government businesses 
operate with practically no supervision. The Senate Committee on 
Government Operations published a few months ago the Audit Reports 
of Government Corporations and Agencies, and the shocking state- 
ment was made that it was not until 1945 that most of the 78 busi- 
nesses investigated were required to keep a business-type budget or 
to have their accounts officially audited. 

Small wonder that these Government businesses are abominably 
run—and that the taxpayers’ money is recklessly wasted. There 
is the ridiculous episode of one of the Navy’s ventures into the 
scrap-metal business. The Defense Department authorized its 3 
forces to spend $10 million a year reclaiming their scrap. The 
Navy’s Pensacola Air Station promptly spent $25,000 on a scrap 
press and $5,000 to install it. Nearby was a bigger private press 
which in 10 days’ time could have smashed and baled all the ser: 8) 
the base had. 

Your own committee records tell how the Government spent 
$43,369 to haul $4,368 worth of scrap iron from Alaska to California, 
and even that report is mild in comparison with the incident—again 
to be found in your committee’s recent reports—in which a whole 
field of worn-out airplanes was sold to a scrap processor who found 
in the tanks enough gasoline to recoup the entire amount of his 
purchase price. 

I have told you enough, I believe, to prove that Government 
should get out of business and stay out. You may ask: Can it be 
done? 
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The answer is ‘‘Yes.’”’ And the proof of that ‘“‘yes” is that it is 
being done. 

Mind you, Mr. Chairman, most of Government’s businesses were 
established under Executive order and they can be closed by Executive 
order 

But the Congress must initiate the policy that these competitive 
enterprises are no longer in approval—that the Congress wishes 
Government to get out of business and to stay out 

We believe in these bills that have been introduced that with the 
right teeth and force in them we can accomplish this end. 

Thank you very much. 

The CHarrmMan. When did you get H. R. 9890? 

Mr. Kite. Why, it was introduced last night. 

The CHarrMan. When did you get it? 

Mr. Kite. We got it this morning. 

The CuarrmMan. Had you seen it before? 

Mr. Kriz. I had not seen it before. 

The CuHatrmMan. Did you have anything to do with the writing of 
it? Who wrote it? 

Mr. Osmers. That was written in connection with this by myself 
and some people from the executive department. 

The CuarrMan. Who? 

Mr. Osmers. Over in the Bureau of the Budget. I cannot say, 
Mr. Chairman, in fairness; and I would like to have the record show 
that this is an approved bill of the executive department or of the 
Bureau of the Budget, and I wish that I could identify it that way, 
but I cannot. 

The Cuarrman. Who in the Bureau of the Budget helped draw it? 
Let it go. Get a subpena for whoever had anything to do with it. I 
want to know who drew it. Is there any secret about it? 

Mr. Osmers. There is no secret about it. I do not know whether 
this gentleman wants his name put in the record or not. He sent it 
over to me. I am not authorized to put that in the record by him. 
I do not want to cause him any embarrassment. There is no secret 
about it 

The CHatrMaNn. There is no reason why the members should not 
know? 

Mr. Osmers. No. I do not think it improves the bill or takes 
anything away from the bill whether Shakespeare wrote it or whether 
I wrote it. I think it is important and it is a good thing for the 
Congress to pass. 

The CuHarrMAn. What is in it is important. 

Mr. Osmers. I do not think we should make a dime novel mystery 
out of who wrote the bill. 

The CuarrMaNn. lam not trying to. I asked you a simple question. 

Mr. Osmers. I am not authorized to use the gentleman’s name. 
I do not want to embarrass him. I had a long talk with the Director 
of the Budget, Mr. Hughes, about the subject matter of it, and it was 
at my request this was offered 

The CHarrMAN. You said, if ] understood you correctly, that these 
businesses to which you obiect were authorized by Executive order, 
and by Executive order they could get out of business? 

Mr. Kite. A great many of them can; yes. 
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Tne CHAIRMAN. What is the matter with the provisions of H. R. 
9835, which provides that the President can cause an examination to 
be made, and that he will be given authority to modify or abolish 
functions and activities and transfer them and so on and so forth? 
Why not put the responsibility back on the executive department? 

Mr. Kixe. Mr. Chairmen, I am in the legislative branch of the 
government of the State of Ohio. There are a lot of times that the 
legislative branch and the executive branch of the government do not 
agree. I think the legislative branch of the government ought to 
determine the policy, and, so far as you are able, direct the executive 
what it ought to do. 

The CHarrMANn. Does H. R. 9835 not do that? 

Mr. Kixe. | am not acquainted with H. R. 9835. 

The CHarRMAN. Show him a copy. It is 24% pages long. It was 
only introduced July 8. It was on my desk for 3 months. 

Mr. Krue. I have not read this sufficiently, but I think there is 
one difference between these two measures. 

The CHairnmMan. I was not concerned about the difference in the 
measures. | was asking whether or not that bill would put the 
responsibility back on the executive department. 

Mr. Kir. I think that is the case. It would put it back on the 
executive department. 

The CHairMAN. In so many words it tells the executive department 
that the legislative branch does not approve of the executive depart- 
ment carrying on business that could be engaged in by private enter- 
prise; does it not? 

Mr. Kite. That is right. 

The Cuarrman. If we tell the executive departments what they 
ought to do they will either do it, or we can put it back on their 
necks, can we not? 

Mr. Kite. That is right. 

The CuHarrMan. My point is this. You cited some committee—I 
believe the Cannon committee. When did they hold their hearings? 

Mr. Kite. The Bonner committee? 

The CuHairMan. Before that. 

Mr. Kite. The Shannon committee? 

The CHarrmMan. Yes. 

Mr. Kite. That was in the 1930’s, was it aot? 19327 

The CHarrMan. Has anything been done since then? 

Mr. Kite. Nothing has been done. 

The Cuarrman. Do you see where we get when we try to write a 
report and tell them something? So far as I am concerned, the only 
way we can do anything is to deny the appropriations. Just as long 
as you give them a dollar the yw ill spend it any way they want to. 

Mr. Kite. That is right. If we have a board which reports back 
to the Congress, which H. R. 8832 provides, if they report back to the 
Congress these activities then Congress is in a better position to know 
what the activities are than it is at present. We do not know. As I 
understand it, you cannot tell from the budget where these activities 
are or where they get their money. 

The CHarrMAN. You cannot find out, no matter how hard you try. 

Mr. Kite. This bill gives this board authority to get from the 
various departments of government these various operations, and 
where they are located and how much money they spend. 
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The CHarRMAN. My experience with the legislative branch has 
been that when you get a board or a commission it is a long, long time 
if ever, before you reach the objective pointed out by the board or 
commission 

Mr. Krie. It would be in this case, because there is evidently a 
lot of these operations which nobody knows a great deal about, except 
the department itself 

Mr. Osmers. Mr. Chairman? 

The CHarrMan. Yes, sil 

Mr. Osmers. As I said this morning, I do not want to debate at 


this stage of the hearings 

The CHArRMAN. I do not, either. 

Mr. Osmers. The relative merits of these bills I would like te 
make this observation about H. R. 9835, which is a perfectly gooc 
effort to get the Government out of business: My criticism of it is 
that it does not provide American free enterprise and free labor witl 

definite place where they can come in and tell their story and be 
heard under law 

The CHarrRMan. The answer to that is that it confers authority 
upon the President. Of necessity he would have to appoint somebody 
to act in his place and stead. It would be to that individual or that 

hat business could go 

Mr. Osmers. I think we have to sav in fairness to the President 


} l 


Mr. Chairman, that from the evidence we have had in the Department 
of Defense and elsewhere in the Government that a sincere effort is 
being made to list and to terminate as much as possible, without clear 
legislative authority and direction from the Congress, these enterprises 
and to keep the Government from entering into new types of com- 
petitive activity; but that isnot enough. I feel it is a matter where we 
must plainly put 1t on the books 

In that I certainly go along with the spirit of your H. R. 9835. I 
feel that we should go that one step further, Mr. Chairman, and es- 
tablish within the executive department some place where a man such 
as the man speaking for the Trucking Association before us this 
morning 

The CHarrMan. Or Mr. Pilcher. 

Mr. Osmers. Or Mr. Pilcher with his particular problem will have 
some place where this matter can be placed squarely before the execu- 
tive branch for adjustment 

The CuarrMan. All I am concerned with is getting it done. 

Mr. Osmers. Right. 

The CuarrMan. We have been sitting around here ever since I have 
been here, and we seem to make no progress. If you have any sug- 
gestions, or if any witness has any suggestions, about how we can do 
the job, that is what we would like to know. 

Mr. Krixe. | think that is one important thing; so that we would 
have som place to go to pre sent our problem. We need somebody 
who can make a determination and finding and report to both the 
President and the Congress what has been found, and make sugges- 
tions 

The CuHatrMan. After you have made the report, if it is something 
dealing with the Army or the Navy or the Air Force, we will have the 
head of that Dy partment and his spokesman up bert telling us that 
for national defense that is the only way they can get it and do it; 
which I do not believs 
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Mr. Lipscomb, you have had a world of experience in the California 
Legislature. Perhaps you could add something to that. 

Mr. Lirscoms. I cannot right at this time, Mr. Chairman. 

The CHarrmMan. As to how we are going to get at it. 

To me, gentlemen of the committee, that is the only issue. I cannot 
see any argument as to why the Government should continue in these 
businesses. How can we get it out of them? How can we force it 
out of them? 

Some of you were here when we wrote the unification bill. There 
was not a thing in that bill that the executive department could not 
have done of its own volition if it wanted to. Nevertheless we passed 
that act, and now we are still back here, just the other day, with 15 
new secretaries. 

All right; I will not take any more time. 

Mr. Kite. Thank you. 

The CuarrMan. I do not believe there would be any difficulty 
getting a unanimous report out of the committee if they would tell 
us how to do it. 

Mr. RresuMan. | think you are right. 

The CHarrMan. Mr. Griffith. 


STATEMENT OF M. D. GRIFFITH, EXECUTIVE VICE PRESIDENT, 
NEW YORK BOARD OF TRADE, INC. 


Mr. Grirriin. Mr Chairman and gentlemen, my name is M. D. 
Griffith and I represent the New York Board of Trade. I am the 
executive vice president of that body. 

Mr. Chairman, I am here to commend. 

The CHAIRMAN. Just a moment. Off the record. 

(Discussion off the record.) 

The CHAarrRMAN. The statement of Mr. Griffith will be inserted 
in the record at this point. 

(The statement is as follows:) 


STATEMENT OF M. D. GrirrirH, FxEcUTIVE VICE PRESIDENT, NEW YORK 
Boarp or TrRapDgE, INc. 


GENTLEMEN: My name is M. D. Griffith, executive vice president of your 
petitioner, the New York Poard of Trade, Inc. The board is a membership 
corporation, organized in 1873, and incorporated in 1875 (ch. 565, laws of New 
York, 1875). Its offices are at 291 Proadway, New York, N. ¥ 

This appearance is made upon the invitation of the committee chairman to 
testify at this hearing. It carries out a long-established policy of the board of 
trade which was reaffirmed by its board of directors, at a meeting on June 1, at 
which H. R. 8832 was considered. 

The board has maintained consistently that Government should not compete 
with, nor unduly restrict or interfere with business under the American private 
enterprise system. The concept of democracy in Government finds its counter- 
part in a private enterprise economic systen. The board therefore applauds the 
expressed declaration of policy of the bill as follows: 

“It is the declared policy of the Congress that the Government shall get out 
and stay out of business-type competition with its people wherever consistent 
with the national health and security.” 

In the presentation, our concept of the American Government is an instrumen- 
tality or organized human society to exercise authority over the American people, 
by rules of law which are within the limits of our Constitution. 

We think of the science and the arts of government as politics, and one versed 
or experienced in that science as a politician. 
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We think of American business as a form of activity that supplies and makes 
available the things desired by people, under private enterprise, motivated by 
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The board of trade has no thought of business engaging exclusively in such 
undertakins It only expresses a sincere hope that business methods will be 
employed wherever practical and that the projects will continue under constant 
review so that business may have the opportunity of cooperating where feasible 
and desirable 

The New York Board of Trade would be reluctant to petition Government to 
enact a specific bill. We do applaud and petition that a bill to accomplish the 
expressed purposes be enacted. 

The Cuarrman. If you will give consideration to the question of 
how we can get the Government out of business, that will be helpful. 

Mr. Grirrira. Thank you, sir 

It has long been our traditional thinking that Government should 
not compete with nor should it unnecessarily harass or interfere with 
private enterprise. 

[ would like to emphasize that I did not use the word “free’’ private 
enterprise. I do not think in this country we have or should have 
freedom of enterprise. It has got to be controlled and restrained by 
the laws which Government does lay down. 

It is encouraging, Mr. Chairman, I believe, to businessmen through- 
out the entire country to have the observations made from the business 
side of this committee table that I have heard just this morning. I 
believe it is encouraging to business and that, ] think, includes both 
emplovers and employees. 

We in the board of trade do not believe that there is a sharp line 
of demarcation that you can draw and say, “If the Government goes 
over that line we are opposed.”’ It has to be a flexible arrangement. 
We could not come here in conscience recommending that in times of 
great emergency the arsenals of our armed services be hindered by 
the necessity of asking for bids for the immediate movement of goods. 
There are certain subjects dealing with security, like the atomic age 
we are now entering, where most certainly it is the function of Gov- 
ernment to preserve, and business would certainly do nothing but 
applaud that. There are projects of interest to many of the States— 
I am thinking of flood control and some of the attendant results— 
which seem to us very properly to fall within the province of the 
Federal Government rather than for private business. 

The CHatrMan. When you say “Government” do you mean State 
or Federal? 

Mr. Grirritu. We mean the Federal Government. 

We do feel, however, that there should be created this centralized 
body. I hesitate to use the word “ageney”’ but there should be some 
place we can go which would be a lot more comfortable than where we 
go now, Where you can come in and say, “Here are the facts,” and 
somebody will listen to it. 

We notice in the language of H. R. 8832 that you refer to over 100 
instances where Government is competing. There is not a word in 
there as to how much money the Government has put into that. I 
doubt if there are very many places in Washington where you can 
find out how much capital expenditure the Federal Government has 
pul into operations of this kind. 

We believe very firmly that there should be a statement of this 
policy; that the Government is going to get out and stay out—I think 
1 am quoting the words of the bill—out of business that could be 
transacted by private enterprise. 
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Mr. Chairman, this committee will encounter a lot of criticism. 
There are persons who for their own purpose use the word ‘‘business”’ 
and ‘“‘big business’’ particularly as if that had some invidious meaning. 
I think that the same voices that are carping against business and big 
business are carping against politics and politicians, and they are also 
telling how much better things could be if we had something other 
than the American system. 

I believe, Mr. Chairman, if you would permit me, I would like to 
read one brief excerpt, and that would be my conclusion. It is about 
H. R. 8832, which does set up this body, which does report both to 
the executive branch and to the legislative branch of the Government. 


That this bill does not set up a supergovernment. It does not restrain the 
powers of Congress It does not have the final decisions on whether Government 
projects should be undertaken or not It would seem, therefore, that this bill 
makes a reasonable and intelligent start toward the desired ends of having Gov- 


ernment perform the functions which it is best qualified to do and look to the 
American private enterprise to render its best services for Government 

Mr. Chairman, may I reiterate in final conclusion that I am bring- 
ing the thanks and appreciation of businessmen to you and your 
committee. I thank you, sir. 

The CuarrmMan. Any questions? 

Mr. Osmers. Mr. Griffith, what do you feel the continued activity 
of the Government in business will mean in the field of invested 
capital, risk capital; and, after answering that, in connection with 
free labor? 

Mr. GrirritH. Well, I think that the Government going into 
business is a deterrent to investment capital. Congressman, you 
know, up in New York we have an exact example of that in our city 
transportation system. There we had the private capital. They 
could get the money for ihe Interborough and for the Rapid Transit 
Co., and it was invested funds. Then along came this theory that 
the Government ought to own that, so the city takes it over. What 
happens? We just simply send those companies bust. They are in 
bankruptcy. Now the city is having its difficulties. It had to turn 
it over to a transit authority. And they are actually now consider- 
ing coming down to this Congress and saying, ‘‘We would like you 
to subsidize transportation in the city of New York.” That is the 
next thing. 

The CuarrMan. We would probably do it. 

Mr. Grirritu. I beg your pardon? 

The Cuarrman. We would probably do it. You have so many 
people up there who came from abroad, undoubtedly we ought to 
take them around to various points, wherever they want to go. 

Mr. GrirrirH. Can I put in a suggestion as to the destination 
where they ought to go or be sent? 

The Cuarrman. Of course, you have the sole responsibility for that. 
I always say they can go there if they want to. I never suggest they 
do, but leave it free to them. 

Mr. Osmgrs. Mr. Griffith, I believe 

Mr. GrirritH. I wanted to answer your question. 

Mr. Osmers. I wanted to finish my question. 

Mr. Grirriru. Yes, sir. 

Mr. Osmers. About the private operation in subways, I know John 
F. Hylan and many succeeding politica] figures of note in New York 
City always ran out of the fights on fares platform. Now they are 
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on a 15-cent fare and are still in trouble. Government ownership of 
itself does not guarantee a cheaper ride. 

Mr. Grirrrin. No, sir. Somebody pays for it. 

We are having identically the same thing with the Niagara power. 
Remember, Congressman, they are regulated by the public service 
commission. 

The CuatrmMan. Did the Congress not decide in favor of private 
business? Did we not pass that bill? 

Mr. Rreauman. The House passed it. 

The CHarrman. Yes. We have been converted and have acted 
on that one. 

Mr. Grirrira. That is very encouraging, also. 

Have | answered your question, sir? 

Mr. Osmers. Yes, you have. I have no further questions, Mr. 
Chairman. 

The CuairMan. The witness who testified just before you sug- 
gested that because of his experience in the legislature he believed it 
would help if the Congress declared the policy, and perhaps went as 
far as it could to enact a law which would state that the Government 
should not engage in competition with any business. 

Forget that. If we do not give them any more money, if we can 
learn who is really competing and refuse to give them any more money 
in our appropriation bills, have we not got them? 

Mr. Rimutman. Could I speak to that point? 

The CuarrmMan. Maybe we had better discuss that tonight. 

Mr. Rieu_Man. I would just like to make this observation, Mr 
Chairman—— 

Mr. Grirrirn. Just a horseback opinion on that, Mr. Chairman: 
We have had instances in this country where the President has said: 

Congress can enact a bill; now let it enforce it; I will not. 


The CHarRMAN. But they cannot operate if we do not give them 
any more money. 

Mr. Grirriru. That is the point. 

The CHarrmMan. We have a control on that if we want to. 

Mr. Grirrirn. You see, if they do not have any money when 
they say 


Go ahead and enforce it. 


it will not be enforced. 

The CHarrMan. But they will not have any money to operate the 
private businesses. 

Mr. GrirrirxH. That is correct. You are absolutely correct. 

The CuarrMan. They cannot work without the dollars which we 
give them. 

Mr. Grirriru. That is right, sir. 

Mr. RrexuMan. The observation 1 wanted to make, sir, is this: 
1 have certainly no objection to the proper type of legislation which 
can be written and passed by the House to make effective some type 
of program to eventually eliminate the Government from business, 
but I think that one of the effective things that has been done in the 
past and is still being done is the work of the committees of the House, 
which are constantly probing into these matters and are writing con- 
structive reports. 1 think right on your own committee that you have 
had several reports written by subcommittees which had good effect. 
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The CHAIRMAN. From your committee. 

Mir IEFHLMAN. Not mine. I am not talking about my committee, 

‘| HAIRMAN. | am. 

Mir. Rrexuman. I am talking about Mrs. Harden’s committee, and 


R 
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other which have written constructive reports. 1 am sure that the 
effect of those reports has been good and will continue to be good in 
Keep the Government from expanding in its activities. Some of 


hem at this time are goimeg out 


I am sure what Mr. Curtis had to say this morning was very timely 
n respect to this legislation, and I am sure that his experience on that 


bcommittee in the past 3 or 4 years up to the present time has been 

luabl although he is not now on it but is on the Ways and 

Means Committee. I think Mr. Osmers, the author of one of these 
bills, is on that subcommittes 


Mr. Ward, who is counsel and I guess director of the committee’s 
activities, has done excellent work. 

I certainly want to see something done in a very constructive way. 
Whether it can be done through legislation of this type or not I do not 
know. 

Mav I make one other observation? You have in the House today 
a Small Business Committee composed of about 9 or 11 Members 
of the House We have a staff which is constantly working here and 
IS AalIWAaVS W illix F tO accept from Members of the House or their con- 
stituents their problems, and immediately go to work on them; 
and 1 know they have been very successful in solving many of them. 

I do not know just exactly what should be done, but I am hopeful 
that when the hearings are concluded we can come up with either some 
constructive legislation or recommendations which can be followed 
through carefully. These matters have to be constantly probed, 
because you just cannot take what the outsiders are saying. The 
Cloner Ss itself has a responsibility to constantly follow through and 
see What is going on within the various departments of Government, 
| ointing the se things up May he if we do har e someone we can point 
them up to, to indicate them more impressively than giving them just 
to the administration in power that may be the way. 

I think that the time is well spent, Mr. Chairman, in the considera- 
tion of these different bills before the committee hi re today. 

Mr. Osmers. Mr. Chairman? ; 

The CuarrMan. I might add for the record that the hearings and 
reports of the subcommittee have all been incorporated in the record. 

Mr. Rreuxitman. Very good 

The CHAIRMAN. That is why we were not devoting so much time 
to the question of the necessity of Government getting out of business. 
I have assumed all along that is axiomatic; they have not any business 
ther 

Mr. RrexuMan. I agree. 

Mr. Osmers. That is very true on that particular theory, if it were 
just that way. If that were put as a resolution on the floor of the 
House it probably would carry unanimously. The difficulty arises, 
Mr. Chairman, from the fact that in applying it in detail, for example, 
there might not be a need for a commissary in the middle of the city 
of Washington, but out at some desert location there might be a need 
for the Government to engage in the grocery business. I just point 
that out as an example of how conditions and circumstances vary 


Cases. 
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I was very much impressed by what Mr. Pilcher, a member of the 
committee, said this morning about turning some of these supply 
matters over to predatory private interests. We must always have 
the ability and maintain the sovereignty of the Government to control 
any kind of situation of that sort. 

The appropriating machinery of the Congress, which we may not 
like to admit, is geared up to appropriating $5 billion or $10 billion 
a year. When we have budgets of $70 billion or $80 billion a year 
some of the picture is painted in rather broad strokes. Even members 
of the Appropriations Committee itself, let alone the average Member 
of Congress, are not quite certain exactly where all the money is being 
spent. 

Mr. Chairman, at this time I would like to put into the record 1 or 
2 small items. 

Mr. Taber, the chairman of the Committee on Appropriations, has 
written to me: 

I am glad to see the int 
ment in competing with 





roduction of H. R. 8832, to limit the activiti of Govern- 


private enterprise. I shall be glad to support the bill. 


We also have a telegram from Herbert Hoover. We hoped that 
we might have Mr. Hoover testify here. He has wired to Chairman 
Hoffman it will be impossible for him to be here, but that he has the 
subject under exhaustive investigation by three of the task forces of 
the Hoover Commission, which is now reviewing the activities of the 
executive branch. 

Also, we have received statements from the Chamber of Commerce 
of the United States. 

(The information is as follows: 

Sranrorpd, Cauir., July 13, 195 
Congressman CLARE HOFFMAN, 
Chairman, Government Operations Committee, 


House of Representatives, Washington, D, C. 


I have made important committments which will keep me on the west coast 
until August 15th and therefore I wish to be excused. This whole subject is under 
exhaustive investigation by three of our task forces and their members do not wish 


to make any statements until the investigation is completed in the late autum 
I hope that after that time we can be of real service to you. 
Hersert Hoover 


CHAMBER OF COMMERCE OF THE UNITED STA! 


Wasi ngton, D., Cio duly 1S, 13 
Hon. Cuare E. HorrMan, 
Chairman, Government 7 ations Committee, 
New House Office Building, Washington, D. ( 
Dear Mr. Horrman: As we advised you Monday, Clem Johnston of the 
national chamber is in the Far West this week and therefore unavailable for 


testimony on bills relating to Government competition with business. 
I am attaching a statement on this highly important subject, which IT w: 
appreciate having you place in the record of your current hearings 
Cordially yours, 
CLARENCE R. M11 


STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES 


The Chamber of Commerce of the United States is strongly opposed to Govern- 
ment competition with private enterprise and recommends enactment of legis- 
lation along the lines of H. R. 8832, H. R. 9834, and H. R. 9835. 

The chamber members have long studied the problem created by the Govern- 
ment’s commercial and industrial type activities which compete with private 
taxpaying enterprise. They have gone on record with a general statement of 
policy which is attached as appendix A. 
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The commercial and industrial type activities of the National Government 
ver a wide range of products and services, many of which should be discontinued. 
Your Subcommittee on Interg rnmental Operations has made a significant 
cont by comp in excellent list of case histories in this field 
The advantages to the Government of divesting itself, where feasible, of com- 
me ind industrial tvpe activities are manifold 
I ir the Government will receive compensation as its industrial facilities are 
‘I ll contribute toward reducing the national debt and taxes 
se 1, once in pr har ich facilities would be subject to taxation. 
lo the extent that d used Government competition : s private business to 
expand, the tax base will be expanded 
. there will be indirect savings to the Government For example, reduc - 
tior verhead costs will re t as a Government agency divests itself of these 
enterprises Therefore, additional budgetary savings resulting from reduced 
( | ‘ alize 
W e there are many Dusiness-type activities that the Government must, of 
nece conti e to perat for examptk housing and other services on some 
‘ and « Government installations that are remote and not easily 
acce e), there are manv other areas where curtailment of such activities woul.] 
red Government expenditures and provide room for the expansion of taxpaying 
. national chamber believes that each of the bills—H. R. 8832, H. R. 9834, 


( l t 
and H. R. 9835—incorporate features which are to be commended and, if properly 
combined into a single bill would help to resolve this problen 
With regard to H. R. 8832, which calls for establishing an Anti-Government 
Competition Board whose men ship would be the Secretary of the Treasury, 
the Secretary of Commerce, the Director of the Bureau of the Budget, and the 
r General, the national chamber believes that the bill should be 
amended, as follows: 
1) The organization should be referred to as the Anti-Government Competition 








Comptro le 





he Council should be comprised of five members. The fifth member 
should be the Secretary of the Interior 

3) The Secretary of Commerce should be Chairman of the Council and in his 
absence, the order of protocol for chairman should be Secretary of Treasury, 


Secretary of the Interior, Director of the Bureau of the Budget, Comptroller 
General Were conditions such that none of the above members could attend 
a Council meeting, then such meeting should be postponed until one of the above 
designated members could sit as chairman 

The national chamber further believes that section 1 should be amended, as 
follows 

The President should require through an Executive order that: 

1. each of the executive departments establish a program of examination of 
each of its commercial and industrial type facilities. Initially, this would require 
each executive department to compile a complete inventory of all of its com- 
mercial and industrial type facilities; 

2. the Bureau of the Budget establish a program of review and analysis of each 
of the programs of the other executive departments, and that such reviews and 
analyses be made available to the Anti-Government Competition Council for 
decision as to the continuance or discontinuance of each Government commercial 
type facility; 

3. the Bureau of the Budget set forth appropriate criteria for the guidance of 
each of the executive departments as to 

a) the policies of the administration with regard to the continuance and 
discontinuance of commercial type facilities, 

b) a reasonable definition of what is considered to be a commercial or 
industrial type facility, 

c) a tentative schedule of work progress to be followed by each of the 
executive departments. 

The national chamber strongly endorses section 9 of H. R. 8832 requiring that 
such an Anti-Government Competition Council submit a report of its operations 
every 6 months to the President, the President of the Senate, and the Speaker 
of the House of Representatives 

We are presenting herewith two additional appendixes 

Appendix B: Government competition: Problem and perspective 

Appendix C: Reprivatizing public enterprise 

Exhibits B and C in committee files 
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Each of these pamphlets present a clear, concise analysis of the problem of 
Government competition with private enterprise accompanied by appropriate 
recommendations toward a resolvement of the issues. 


APPENDIX A 


STATEMENT OF POLICY OF THE CHAMBER OF COMMERCE OF THE UNITED STATES 


GOVERNMENT COMPETITION 
Basic principles —Any invasion by Government into the area of private enter” 
prise weakens the foundation and threatens the existence of a free economy. 
Such invasion constitutes unfair competition with the citizens of the United 
States; represents the commitment of and continuing demand for billions of 
dollars of tax moneys; increases the costs and decreases the efficiency of Govern- 
ment; creates a heavy burden on taxpayers, and constitutes an inflationary threat. 
Federal enterprises should be transferred, wherever practicable, to the people, 
acting for themselves or through private business entities created by them. Such 
transfer will reduce the Federal debt; reduce or eliminate future Federal expenses 
increase revenues to Federal, State, and local governments through additional 
taxes paid by these enterprises under private ownership, and remove the Federal 
Government from unfair competition with its citizens 

There is urgent need for immediate development of the best possible plan to 
transfer Federal enterprises to private enterprises. 

The accounts of Government agencies engaged in competition with private 
enterprise should be audited annually by reputable independent, professional 
accountants and the reports of their audits should be made public. 


Mr. Osmers. We have received through the office of Congressman 
Hale Boggs of Louisiana a very good statement from Joseph D. 


Henderson, the national managing director of the American Associa- 
tion of Small Business, Inc. 


(The statement follows: ) 


AMERICAN ASSOCIATION OF SMALL BUSINESS, 


July 10, 1954. 
Hon. CLiare E. Horrman, 


House Office Building, Washington, D. C. 


DEAR CONGRESSMAN HorrMan: Thank you again for your invitation to present 
a statement at the hearing on H. R. 8832 before your committee on the July 
14. I regret that previous commitments prevent my going to Washington at 
this time, because I consider this particular bill a very important one to all small 
businesses and every business in general. 

In compliance with your request, I have drafted a statement which I am re- 
questing the Honorable Hale Boggs to present for the record. I am sending 100 
copies of this statement on to you under separate cover. According to informa- 
tion from New Orleans postal authorities, they should arrive not later than Mon- 
day morning. Inform your staff to be on the lookout for them. Attached hereto 
is a copy for your immediate information. 

Favorable action by your committee and final approval of H. R. 8832 by the 
President will be appreciated by all taxpayers in the Nation. 

Yours for keeping small business in business and 

Very sincerely, 
J. D. HENDERSON. 

P.S. On account of weight, package containing statements is going forward via 
parcel post. 


d:. DP. BS 


STATEMENT OF JosEPH D. HENDERSON, NATIONAL MANAGING DIRECTOR OF THE 
AMERICAN ASSOCIATION OF SMALL BusINEss, INc. 


Mr. Chairman and members of the committee, my name is Joseph D. Hender- 
son. I am national managing director of the American Association of Small 
Business Ine., with national headquarters in Suite 431 Balter Building, 404 St. 
Charles Avenue, New Orleans, La. We are grateful for your invitation to present 
a statement at this hearing. It is indeed gratifying to testify in support of pro- 
posed legislation designated as H. R. 8832, entitled ‘“‘The Anti-Government- 
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Small business is the backbone of our American business community Over 
98 percent of all businesses in the United States are small. emploving on an averege 
10 people. There are over 4 million firms in the Nation which indicates over 
410 milion people are emploved in small business All small businesses will be 


more prosperous when the Government gets out of business. 


Mr. Osmers. We have another statement here from Richard P. 
White, executive secretary of the American Association of Nursery- 
men, Ine. 

(The statement follows:) 


STATEMENT OF RicHarD P. Wuire, Executive SecRETARY, AMERICAN ASSOCIA- 
TION OF NURSERYMEN, INC. 


The American Association of Nurserymen, Inc., was organized in 1875. It is 
presently composed of 1,525 member firms in 46 of the 48 States. These firms 
produce nursery stock of all types (fruit, nut and shade trees, ornamental plants 
for landscape use, trees, shrubs and vines for shelterbelt, soil erosion and farm 
woodlot planting). 

The association is governed by a board of governors of 109 delegates, repre- 
senting all States, and all types of business operations. It has a set of poliey 
declarations adopted by this board of governors which was last reviewed in July 
1953. The association’s policy statement in regard to the subject under consid- 
eration is as follows: 

GOVERNMENT COMPETITION 


(1) The American Association of Nurserymen, Inc., believes that the production 
of nursery stock of governmental agencies supported by taxation, except for 
experimental, educational, and timber production purposes on publie lands, is 
competitive with private industry, costly, against public welfare, and is not a 
proper function of our American form of government. 

(2) That every effort shall be made to have prepared and made public periodic 
balance sheets and income and expense statements covering the governmental 
production of nursery stock. 

On short notice, and due to attendance at the 79th annual meeting of the board 
of directors followed by sessions of the board of governors, in Minneapolis, Minn., 
at which all of the administrative and executive staff will be in attendance, we 
are unable at this time to present to the committee documented information 
regarding our efforts to rid the industry of Federal, State, and local competition. 
It is our philosophy, however, that no Government agency either Federal, State 
or local, should engage in activities which private taxpaying enterprises are also 
engaged in for profit in a legal and competitive manner. 

The nurserymen have a long and consistent record of opposition to Government 
in the nursery business as the record will show. 

(1) It opposed the shelter belt program of the 1930’s as it was then operated 
under emergency relief appropriations and under the guise that the commercial 
nurserymen could not produce the material needed. The sun shone and the rain 
fell on the privately owned nursery land as frequently as on Government-operated 
nurseries. Commercial nurserymen had experience and land available. In fact, 
the shelter belt project hired many commercial nurserymen to manage their 
nurseries. The idea of shelter belts in the middle west was not new—commercial 
nurserymen had been planting shelter belts and farm woodlots in that area ever 
since the old Homestead Act days of the last century. 

(2) When the Congress voted to liquidate the shelter belt operation, a rubber 
stamp changed the name to the Prairie States Forestry Project of the United 
States Forest Service and it continued without abatement. The association 
continued its opposition on the basis on which the project was operated, with the 
Government buying land, renting office space, investing in buildings and equip- 
ment, and growing nursery stock for free distribution which the commercial 
nurseries were also producing for the same rural market. 

3) The association has opposed the production and distribution of nursery 
stock in the Federal-State Clarke-MecNary Nurseries authorized under section 4 
of the Clarke-MeNary Act of 1924, because production and distribution was made 
to farmers and others at a subsidized cost with which commerical concerns could 
not compete. The original intent of the act, we have always believed, was to 
stimulate production and planting of trees and shrubs for shelter belt and farm 
woodlot planting. The association did not oppose this objective, but found later 
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that me of these jointly supported nurseries were producing stock of a strictly 
ornamental character which could not be used for reforestation, shelter belt or 
farm woodlots When a surplus existed, the stock was offered free in some 
instances 

When commercial nurserymen complained to the Federal Forest Service, the 
answer was that since these nurseries were operated on a matched-fund basis 
with the States, we would have to take the matter up with State officials, since 
the ur T stock about v hich we were complair Ing Was obviously produced on 
mtate f ! Our complaints to the States were considered in reverse manner— 
the st« being produced that we objected to was not produced by State funds, 
I Federal allo t 

1) In recent vears we have had difficulty with various segments of the Armed 
Forces g7 j irserv stock for | 1 ng Army and Air Force bases or posts 
or f erosion purpose The objectives are laudable, but we see no more rea 
& for this branch of government to produce nursery stock, using Government 
pa d personnel s 1 equipment than for it to grow its own cereals for food, produce 
its own cotton and wool for clothes or cut and manufacture its own lumber for 
it nd other shelters 

Case istrating this competition ! e beer experie! ed at the United States 
Mar Corps Depot of Suy ( Albany, Ga.; the Robbins Air Field Base, 
Macon, Ga.; San Diego Naval Bs San Diego, Calif 

Inve atic s indicate that inso ras the sale of garde: supplies is concerned 
by PX’s there is plenty of congressional authority in various enactments. In 
at har s justification for t production of nursery stock is attempted as an 
alleved operation to protect the Government’s investment in land or buildings. 

The pe of government competition with the nur ry industry 1s in licated 
bv these few instances The ma or con petition, however, comes from the Forest 
Service which seems to have the opinion that commercial nurserymen either are 


not producing the type of stock needed for reforestation, shelter belt, farm 
woodlot or soil erosion purposes, or do not wish to expand their operations to 


supply the wk needed 
sul : led 

In 1952, as reported in data originating in the Forest Service, USDA, in their 
annual tabulation of the production of seedlings for reforestation purposes, the 


38, 701, 000 
118, 000, 000 
18, 000, 000 
322, 000, 000 
9, 600, 000 
48, 600, 000 








ha juidated its nurseri nce 1952, and no longer in heavy produc- 
ti 

Co ‘ i nurseries would crease their produ tion if the constant threat of 
comp om Federal and State Governments was eliminated. This is proved 

I peri ce | Kk oll VS 
I ( titution of the St of Kansas prohibits the State from entering into 
’ ( com] yn with t citizens of that State. It was de- 
termined that the production of forest tree seedlings and shrubs for distribution 
to farmers in their State nursery, partly supported by Federal funds under section 
4 of the Clarke-McNary Act was lirect violation of this State’s constitution. 


Consequently, the State nursery at Fort Hays, Kans., has been liquidated over a 
period of a few vears 

“The commercial nurserymen, with the threat of Government competition 
removed, have entered the field and are now supplying forest tree seedlings and 
shrubs for the purposes for which the Fort Hays Federal-State nursery was estab- 
lished. Three nurseries have jointly organized ‘The Associated Seedling Growers 
of Kansas.’ In the spring of 1953, they supplied to farmers, 5 500 trees and 
shrubs for farm plantings. In addition to that, the three nurseries themselves 
directly through their own catalogs, radio, newspaper and periodical advertising 
have supplied many more seedlings to the same sources. One of the partici- 
peting nurseries in the Associated Seedling Growers of Kansas has reported that 
they themselves sold direct, 369,735 trees and shrubs. We have no records of 
the other two participating firms in the Associated Seedling Growers of Kansas, 
except from the Willis Nursery Co., which reports that ‘many more seedlings were 
available had the planters wanted them.’ ”’ 
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‘“‘The Kansas Landscape and Nursery Co., Salina, Kans., another participating 
firm in the Associated Seedling Growers of Kansas, reports that ‘field counts show 
that we have 1,088,300 seedlings ready for distribution for spring 1954.’ 

“This evidence indicates that as soon as the threat of Government competition 
is removed from this field of the production and distribution of tree and shrub 
seedlings for farm use, the commercial nurserymen then step into the field and 
supply the demand adequately 

“The result is a saving to the Federal Government of appropriations needed 
under section 4 of the Clarke-MeNary Act for the support of Federal-State nurs- 
eries. A matching amount, or usually more, is saved for the taxpayers of the 
respective States. Furthermore, the participating nursery firms contribute 
additional tax moneys on their operations to the local, State and Federal Govern- 
ments. 

“The farmers get the tree and shrub seedlings which are needed at a competitive 
cost since this field is a highly competitive one and will become more so if more 
States and the Federal Government would remove the Federal competition in- 
volved distributing these commodities at a subsidized cost.” 

With the real need for additional reforestation on publie lands, both Federal and 
State, at the headwaters of our major watersheds, it is our belief that the Federal 
and State agencies could profitably devote all of their efforts in the pis unting of 
trees on public lands for timber production and watershed protection, withdrawing 
from activities on the loeal level. Thev still would have a long-t » job ad of 
them, but at least their total effort would be concentrated and not seattered. 

This would leave to the commercial taxpaying nurseries the farm market for 
shelterbelt, soil erosion and farm woodlot plantings The commercial lumber 
concerns are already doing a highly commendable job in the timber producing areas 
on land that they control. 

It would seem that if a division of effort could be agreed upon, as outlined above 
that vastly more trees and shrubs would be planted annually, having its beneficial 
effect on checking erosion, disastrous floods, and maintaining our public and pri- 
vate forest lands in a productive state. 

Ve recommend to the committee that steps be taken along these lines 








Mr. Osmers. We have astatement, which I think is more of a letter, 
addressed to our chairman, from the National Federation of Indepen- 
dent Business, over the signature of George J. Burger, vice president. 

(The statement follows: ) 


STATEMENT OF GEORGE J. BuRGER, VICE PRESIDENT, NATIONAL FEDERATION OF 
INDEPENDENT BUSINESS 


In view of the hearings now being held on H. R. 8832, it would be our desire 
to appear personally and present this statement orally, but due to prior commit 
ments on the Senate side it will be impossible for me to be present and make the 


presentation 





Let it be understood for the record that no officer or group of offie s of the 
federation is permitted to speak officially for the federation on any legislative or 
economic problems until the entire nationwide membership is panes on the 
proposition In this procedure, the federation’s een is strictly neutral The 
pro and con is presented in a neutral way giving botl sidns. hp the Coo tion In 


a fair and impartial manner. We state this in view of the fact that the federation 
doesn’t attempt to present the proposition in such a manner as to obtain a directed 
answer. The members themselves make up their own minds pro or con. 

On the present bill before your committee, the proposition was presented to 
our nationwide membership through its official publication, the Mandate, No 
203 

Ys yu will note in presenting this question to the members, the pro read: 

“Federal agencies are in so many pases type activities that they are a 
threat to private industry and labor, endanger our tax structure, and are, in many 
industries, a step toward socialism. Many of these businesses eee thousands 
of people = have capital assets running into billions upon billions of dollars, 
Actually, Unele Sam is our largest insurer, our largest holder of grazing land,our 
largest owner of grain, our largest warehouse operator, our largest shipowner, 
and our largest truck-fleet operator. This competition should be curtailed 
eliminated.”’ 

The con read: 
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\\ ¢ this bill arefull It ild vastl rea Presidential power, 
limi the power of Congress Many Government business programs are 
‘ a passed by Congress. If they are to be eliminated, Congress 
1 Kill the nderlying leg atlo It could mean, too, increased costs, 
reflect in hig! taxe \luminum serap people last year urged the military 
( of ip proce But investigat showed Government was 
job for far less than private industry could \re we willing to risk 
t i I at tl tin 
This poll reached at least 100,000 independent business and professional men, 
It ws ationwide in its coverage The result of the poll, as disclosed in mandate 
No. 204, ws SQ percent fo 17 percent ag: i, @ Pp ent no vote I would 
ive t! made part of the 1 of e heari 
D ur re t} iv | ne justification for the Government 
to act engage in the business world. However, such operation should be 
f 1 to an emergent and en the emergency is over the Government’s 
1 ’ t instance the real v { is of Government in business are the ir depend- 
{ and lepe 1 listri ti field 
WV ¢ ‘ itched the developm«e if the post exe ge and ships’ stores by the 
armed sery Cs r ey have their r nti | place to serve the armed services under 
cert onditions, but when the operations of these post exchanges and ships’ 
ie evond this it re { t} yf the Government in business 
all tending to reduce the position of i business 
The above example, to a degre¢ ympared with the overall effects 
of Government operation in busins * the operation is large or small it 
should be curbed or eliminated 


We have watched another example We have been continually eg ame 
ym: members of the federation as to the alleged unfair practices of the Rural 
Electrification Administration where it appears from the reports we receive 
that certain practices are being pursued by that agency, direct or indirect, tending 
to elimi te independent businesses in certain commodities 
Mr. Chairman, these are facts as reported from the grassroots—our nationwide 
membership, and due to the direct nationwide vote of our members, as quoted 


} 





above, we urge the approval of the legislation. 


Mr. Osmers. We have a statement giving support from Howard 
S. Miller, a Member of Congress from Kansas. 
The information is as follows:) 
House oF REPRESENTATIVES, 
Washington, D. C., July 10, 1954 
Hon. FRANK ( OsmMeErRs, Jr 
House of Representatives, Washington, D. C. 

Dear CoLLEAGuE: I am in hearty sympathy with the overall provisions of 
H. R. 8832. In my opinion there should be no Government competition in private 
business except for the purpose of preventing monopolies, and then limiting to the 
accomplishment of that purpos 

I thank you for having called my attention to this bill 

Very truly yours, 
Howarp 8. Mi.titerR, Member of Congress. 


Mr. Osmers. We have another statement from Congressman 
Donde TO of Mic higan. 
The CuarrMan. Why not put them all in the record? 
Mr. Osmers. I hope you will have them all included in the record. 
I just mention those from whom the y come. 
(The information is as follows:) 
CONGRESS OF THE UNITED STATES 


Houst or REPRESENTATIVES, 
Washington, D. C., July 12, 1964. 


Hi I ( )SMERS, Jr., 
H Off B id, 
a} noton 25, D. ¢ 
DeaR FRANK: Your letter of the 9th has been received in regard to H. R. 8832. 
The | proposes to take the Government out of competition with its citizens 
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Iam wholeheartedly in favor of that principl Private enterprise and private 
capital built this county , not Gover! it ownership nor Government contro 
Let us keep this cardinal prineiple in the fabric of our Republic It is time- 
tested and has never been found wanti 

Sincerel oO 
GrorGE A. DONDERO 


Vember of Congre 


(Mr. Osmers produced and submitted for the committee’s considera- 
tion, telegrams and letters, some addressed to him, some to the chair- 
man. The wires and the letters will be considered as a part of the 
record, but inasmuch as it seems to be axiomatic that the Government 
should not compete with its taxpaying citizens, and as there is need 
for economy in legislative as well as in executive procedures, we will 
simply state that these wires and letters convey, in substance, the 
thought that the writers vigorously protest competition by the Gov- 
ernment. An examination of communications received indicates that 
at least three average-sized volumes would be needed if, as is some- 
times done, these protests were printed in full. The wires and letters 
were received from those named below, and perhaps from some others: ) 
Steve Stahl, coordinator, National Conference of Stete Taxpayer Executives, 

Oklahoma City, Okla. 

Marvin Pincus, president, Niagara Apparel Co., Inc., 77 Swan Street, Buffalo, 

Ni... Xs 
Stanley J. Cummings, executive secretary, National Association of Uniform 

Manufacturers, New York, N. Y. 

Ralph W. Sanborn, general counsel, Contract Carrier Conference of Ohio Truck- 
ing Association, Columbus, Ohio. 
John C, Stafford, manager, Public Information Department, Rockford Chamber 

of Commerce, 100 West Jefferson Street, Rockford, Ill. 

James G. Cross, president, Bakery and Confectionery Workers’ International 

Union of America, Chicago, II. 

Charles M. Isaac, executive vice president, American National Retail Jewelers 

Association, New York, N. Y. 

H. T. Moland, general manager, Moland Bros. Trucking Co., Duluth, Minn 

Mr. Osmers. That covers the statements I have here. 

Mr. Chairman, I know that the staff has received a very interesting 
communication. It is addressed to Mrs. Harden from the American 
Institute of Laundering. 

The CuatrMan. We will summarize those. I can see no necessity 
for putting them all in, because, as I stated before, unless you think 
there is some necessity for introducing evidence into the record show- 
ing the unsoundness of the policy of the Government engaging in busi- 
ness in competition with private business, that issue, I assume, is over 
the dam. 

Mr. Osmers. | am afraid that we should. For example, take th 
communication which [ hold here, from the American Institute of 
Laundering. The Government is now operating 311 laundries. 

The CuatrMan. That is nothing. Next week it may be 400. 

Mr. Osmers. That is right. That is the direction in which it is 
going, Mr. Chairman. Certainly a communication like this, which 
contains new material and directly quotes amounts and places and so 
on, that we do not have, should go into the record. 

(The information is as follows: ) 
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AMERICAN INSTITUTE OF LAUNDERING, 
Washington, D. C., July 12, 1954. 


Dear Mrs. Harpen: The committee staff very kindly notified this office that 





\ ld like a statement ft the institute to be included in the record of your 
) : * iii spe art j of ¢ ernment competition With 
pri Lie i try 
The American Institut f Laundering is the national trade association for the 
I r la lry industry and over a period of years this association has cooperated 
| trade associati f our sister industries, such as linen supply, 
ndries. diaper ce laundries, dr leaning plants, and rug-cleaning 
plant ether these ind r form the textile maintenance industries. 
U nde late of June 1953, this office directed a letter on this same subject to 
; n and we } | June 5, 1953, has become a part of the 
( T rd nt Sul 
While the latest figures put out by the Bureau of the Census on the census of 
the ser trades dates back to 1948 projecting these Government figures with 
res from our industry indicates that in the vear ending December 31, 
1953, there re approximately 6,400 power laundries with an annual sales volume 
of $1,6 mill ind approximately 311,000 emplovees. These laundries comprise 
power laundries such as the regular commercial laundry, the linen supply laun- 
und tl lustri la rie but they do not include diaper-service laun- 
' ind ls lries, Chins ‘ lries, or the self-service laundries. The figures 
f the laundries above are those types of laundries with which the Government 
] nariag re Co! f nt 
From the above f res you can see that the average laundry does from $200,000 
tp $250,000 of business a y r from $4,000 to $5,000 a week and they do it with 
approximately from 40 to 50 employees Che plant investment in such a laundry 
Ww Id be st under $100,000 


\s to the extent of Government-owned and operated laundries, we have the 
followi tabulati sin this office 

Laundries 

2 ~ ate 

- 

7 

26 

t { imbi formatory ee ein eS 1 

‘ee ae 41 

avy a ila aa. See 

Air Force a 18 

Interior Department, on Indian reservations ; - 8 





Total sg Peewee 311 








This figure is entirely misleadi1 however, because it does not include the so- 
called exchange or PX laundries operated by the military. The Navy alone to 
our has more than 50 the exchange laundries in operation and 
aim 4s Many are in operation | the other milit ary services. These, of course, 
operate t On appropr! ted funds but on revol ing funds but they are nonethe- 
le I ( petit \ commercial enterprise and at some time or another 

propriated funds Were necessary to set up and put in operation these laundries. 
Therefore, our total estimate of Government-owned laundries in operation in the 
‘ tinental United States t inel gy Alaska, is approximately 400 laundries. 


\ssu! that these laundries are average laundries, this would indicate an 
invest ent ol yme $40 millio ind an annual sales at commercial prices f some 
$80 million While we do not have any figures in this office as to the total amount 
of income taxes collected from the operation of commercial laundries, certainly 











the i f some $80 million a year to the annual sales of commercial plants 
1 provide a substantial income-tax revenue for the Federal Government. 

Uti l the figure of some 400 Government laundries would indicate that the 

( el ent is about 6 percent as much capacity as commercially owned and 


privatel perated laundries in the country. We are confident that the excess 


ca erally in the intry is very much in excess of this military load 
alt 9 it individual locations the situation might vary So far we have had 
very few instances where sufficient commercial capacity has not been available 
to handle the Government loads usually on a 1-shift basis and most certainly on 
a 2-shift basis 
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We realize there are certain areas Where Government-operated laundries are 
necessary, such as where clothes are contaminated at Atomic Energy Commission 
installations or at the Government leprosarium. There may be other types of 
contamination which could not be handled by commercial plants. We also 
recognize there is a problem in disciplinary institutions of providing occupational 
therapy for the inmates. However, these cases are relatively small in number 
and this volume of business is not of concern to the commercial laundry plants 
in the country. 

We understand also that there are some laundries at Government-owned ord- 
nance plants which are operated by private companies for the Government 

The listing of the number of laundries operated by the various Government 
agencies shown above does not include to our knowledge inactive plants which 
are not currently in operation. We do not know how many of such plants there 
are which are owned by the Government but are presently shut down, nor do we 
know whether these plants have an investment in equipment which is idle and 
which might be transfcrred to other Government-operated plants. 

If your committee will refer to our previous letter ef June 5, 1953, on this sub- 
ject you will find a rather detailed recitation of the efforts we have made in the 
past, particularly with the military, to prevent this Government competition with 
our industry. In recent months we feel that the military regulations calling for a 
reexamination of their facilitics, such as laundry and dry-cleaning plants, is a big 
step toward climinating Government competition with industry and particularly 
we are impressed with the fact that the military has finally realized that there are 
a lot of elements of cost in the operation of Government-owned laundry facilities 
which heretofore had not been taken into consideration when estimating costs 

Again we might state that there is, of course, an extra cost to the taxpayer by 
having many Government-owned laundrics operated by the individual depart- 
ments, supervised by duplicated overhead management groups in the various 
department headquarters. Such laundries as the Government may of absolute 
necessity be compelled to operate seemingly could be grouped under one agency, 
such as the General Services Administration, to provide a corresponding service 
in overhead, purchasing, and inventory. 

We respectfully request that this letter be made a part of the committee’s 
hearings. We thank you most sincerely for the opportunity of submitting this 
statement. 

Respectfully yours, 
Harotp Hower, 
Manager, Washington Office. 


The Cuarrman. I agree with the witness this morning; it is just 
absolutely impossible to find the extent of the Government’s holdings 
in private business or its payroll. 1 asked Mr. Ward to obtain infor- 
mation for us, if he could—and I guess he has not been able to do it— 
on the amount of tax that the Government loses, where it engages in 
business, tax not only from the business corporation but from the 
workers who would pay the income tax. If we could get some figures 
on that to show the extent of this thing it would help. 

Mr. Osmers. I was just glancing at this letter. 

The CuarkMAN. We will put them all in. If you want to read 
parts of it it is all right. 

Mr. Osmers. I just thought it would be interesting to point out 
that there are 6,400 power laundries with an annual sales volume of 
$1,265 million, and they employ approximately 311,000 employees, 
which make .s it one of our ls argest service industries. 

The CuarrMan. If wee ould have the amount of income tax, which 
of course we cannot get, that those workers would pay in, it would be 
helpful. We could then get to the extent of the Government’s 
operations, 

Mr. Osmers. They make the statement here, and again, as the 
chairman has pointed out, it is difficult to prove out these things 
absolutely, but they estimate that the Government laundry work has 
the unbelievable annual volume of $80 million a year. 
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That makes the United States Government probably the largest 
launderer in the United States, and it seems to me that this type of 
letter should be included in the record, and ] would like to have it 
place d in the record, as written 

The CuarrMan. All right. 

Mr. Osmers. I have nothing further 

The CHarkMan. Are there any further questions from any member 
of the committee? 

Mr. Hoitrzman. Yes, sir, Mr. Chairman, I would like to ask one or 
two questions 

The CHarrMAN. You may proceed. 

Mr. Houtrzman. Mr. Griffith, I think we can agree that wherever 
possible we should get Government out of business, but frankly, I 
am not sure it wouldn’t be better to get business out of Government. 

Now, from how you spoke of the New York City transit system, I 
take it that you are opposed to subsidies. 

Is that not so? 

Mr. GrirrirH. Yes, sir. 

Mr. Hottrzman. | take it that your opposition would apply as well 
to airlines, steamship companies, hewspapers, and railroads; is that 
correct? 

Mr. GrirritnH. As subsidies, yes, sir. 

Mr. Hourzman. You then said, and I did not quite get the inference, 
that you could suggest where to send these people on the subways. 
Just what do you mean by that? 

Mr. GrirrirxH. May I withdraw it, and retract that? 

Mr. Hottrzman. You would like to withdraw that. 

Mr. Grirriru. Yes, sir. That was said facetiously. 


Mr. Hotrzman. That’s too bad because the next question would 
be how shall we send them—by subway, by air, or by boat? 

Mr. Grirrirx. Yes, sir 

Mr. Hourzman. You also said that the very people who used the 
term “big business” use it invidiously, and that they are the same type 
of people who undoubtedly feel that there is a better system than the 
American system. 

What did you mean by that? 

Mr. Grirrita. Well, Mr. Chairman, I do not want to get on this 
subject, because it has been well aired before another committee of the 
Congress, but I believe there are people in this country who very 
probably desire to stir up strife and differences of opinion, and divide 
us, and I believe that the emphasis of the threat of big business 
carries connotations of soulless corporations, and soulless individuals, 
who have no other desire than to get the almighty dollar, by fair 
means or foul. 

1 would like to say, Mr. Chairman, that in my personal experience 
in dealing with business 1 have not encountered that in any line of 
so-called big business. 

I believe that those statements are made for the purpose of causing 
dissension and distrust among us. 

Mr. Hourzman. In other words, anybody who would disagree with 
you is committing some unkind act to the country; is that correct? 

Mr. Grirrirx. No, sir. 

Mr. Hourzman. Well, I want to say this for the record: 

1 think it is time in this country that we accepted the notion that 
people can disagree without being charged with disloyalty and I] 





~~ 
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think it is a shame that in this country of ours we cannot disagree 
without some imputation to our honesty, our decency, and integrity. 

Mr. Hittetson. Will the gentleman vield? 

Mr. Osmers. Mr. Chairman. 1 think that is taking undue liberty 
with the testimony of this witness. He did not say anything about 
disloyalty or anything about anyone disagreeing with anyone else 

If my good friend wants to make a speech on that subject, he is 
perfectly entitled to do so, but 1 do not think he should do it at the 
expense of this witness, and 1 do not think such a charge ts fair o1 
well founded. 

Mr. Hotrzman. I would like to say in reply to Mr. Osmers that 
there were certain inferences brought in here by this witness, to wit: 
that people in New York City should be sent somewhere else, and that 
was withdrawn. 

Then, there was the inference that anyone who disagreed with 
big business has something wrong with them; that he is not the 
fine type of American. I think it is time that that was stopped, and 
I think, also, that it should be stopped first in these committee rooms. 

Mr. Osmers. Mr. Holtzman, I think I can say this: It has been 
more or less open political season for a generation in this country to 
make or try to make political capital of big business just as it has been 
open season and fair game to make political capital of the big labor 
unions and I do not think anybody should be taken out and shot 
because of that, and I do not care which side of the argument you are 
on. 

Mr. Hourzman. I will join you in your statement that no one 
should get shot, but by the same token, the very people who talk 
about those who criticize big business and from that leave an unkind 
inference, should not be committing the same act here, and should 
not be saying that we should send them back to some other and foreign 
country, or leave the inference that we should. 

Mr. Osmers. Now, we are going to go back to a foreign country. 

Mr. Hititetson. Mr. Holtzman, are you against the bill which we 
have under consideration? 

Mr. Hotrzman. I started by saying, my friend, that I agree that 
wherever possible Government should get out of business. I also 
said it might be wise to get business out of Government. 

Mr. Hitue son. Actually, you agree with quite a bit of what Mr. 
Griffith has said? 

Mr. Hourzman. I agree with practically nothing he has said, be- 
cause he has left a great many innuendoes here, which are not kind. 

The CuarrmMan. Wait a minute, please. Asa rule, in all courts of 
which I have ever heard, or read about, or been in, it is not the privilege 
of any witness to express an opinion of the testimony or the motives of 
any other witness, and certainly, at least, it is my opinion—and I do not 
know whether the committee will go along with me—that no membér 
of the committee should express any opinion as to the accuracy of 
the testimony given by any witness or the truthfulness of a wicness. 
I do not believe there is anvone in Congress, and certainly no one on 
this committee, who has taken what I personally think is more abuse 
than I have, and I doubt if I have ever resented it. But the veracity 
of the witnesses should not be questioned. 

Mr. Hotrzman Mr. Chairman, I do not resent anything personally 
here. 

51144546 
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The Cuarrman. I do not think anyone should criticize the witness 
for what he says though we may all disagree. 

Mr. Hourzman. I will make whatever comments I think are right 
and proper, particularly when I think some unkind inference has 
bee 1 left 

The CrarrmMan. Of course, you can do that if you insist. 

Mr. Hourzman. Yes; and | propose to do it, and to continue to 
do it. 

The CuarrmMan. No one, of course, can deny your right of free 
speech, but I want the witness to understand that I, for one, wil not 
criticize what he says nor question his motives. 

Mr. Osmers. I feel that Mr. Griffith has come here and that his 
testimony on the subject which he has given has been in the form of a 
1easured, careful, helpful statement to the committee. 

The CuatrMan. Unless I am overruled by the committee, there 
will not be in the printed record any expression which reflects upon 
the integrity or character or patriotism of any witness. 

Mr. Hourzman. Mr. Chairman, just one more statement. 

The CHarrMan. That will be the rule unless the committee over- 
rules me. 

Ir. Hourzman. Mr. Chairman, may I be heard on that? 

I] have not questioned the character or the integrity or the motives 
of this witness. I have questioned his own statement, and I have a 
right to do that, and I object very strenuously to any move to strike 
anything from this record. 

The CHarrMAN. Of course we all know that the actions of this 
body and the other body and of their committees are under very, very 
severe and often unqualified criticism. So far as I have been able, 
[ have endeavored to protect all witnesses by giving every member 
of the committee a right to express his own opinion, but not an opinion 
of the witness and that is the rule I will adhere to until the committee 
overrules me. 

Mr. Hotrzman. Mr. Chairman, with that in mind, this witness 
came in here and he has testified that we should 

The CuarrMan. Let us forget it, and discuss it among ourselves 
n executive session. 

Ir. Hourzman. May I be heard just on this point? 

The CHarrRMAN. Yes. 

Mr. Hourzman. This witness talked about sending people away. 
I do not know what he meant by it, but he withdrew it. 

The CuarrMan. All right; he withdrew it. 

Mr. Hotrzman. This witness talked about those who used the 
term ‘‘big business’ and who think there is a better system than the 
American system. 

The CuarrmMan. Do you deny that there has been such thinking 
and talking along that line? 


Irie 


Mr. Hotrzman. Would you let me make my statement, please? 

The Cuarrman. If you will. 

Mr. Hourzman. Will you let me finish my statement? 

The CuarrMan. Go ahead. 

Mr. Hotrzman. If I am not able to question this witness on the 
statements he has made, then I do not know what purpose we are 
here for. 
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If this witness is to come in here and make a statement and leave 
inferences without the members of this committee having the right 
to cross-examine, or question him, I think we are wasting our time. 
The CuarrMan. I agree with you on that, but I say it is not the 
prerogative or privilege of any member of the committee to question 
the motive or integrity or patriotism of any witness. 

Mr. Hourzman. He is questioning the patriotism of other people, 
I did not question his patriotism, nor do I at this time. 

Mr. Osmers. He did not question anybody’s patriotism, either. 
He did not mention the word ‘‘patriotism”’ at any time in his state- 
ment. 

Mr. Hourzman. He said he knew where to send those people who 
are terribly subsidized in the city of New York. He also said that 
those who disagree with what he says believe that there is a better 
system than the American system. There is a time when disagree- 
ment is not disloyalty, and it is time that we recognized that here in 
this committee, and in every other part of the Congress. 

Mr. Osmers. If a person believes there is a better system and does 
not act to overthrow the Government by force and violence, there is 
not any reason why he could not organize a political party or join one 
of the existing partie s, and press his views there. 

Mr. HourzmMan. There is no reason why I should not be able 
question the witness on this point. 

The CHarrmMan. Wait a minute, please—we are giving an exhibition 
to our guests and our witnesses which does not reflect credit upon the 
committee. 

Mr. Hottzman. We have had exhibitions before, Mr. Chairman. 

The CuarrmMan. Who will be the next witness? 

Mr. Wiuuiams. Mr. Chairman, | just have one observation to 
make, 

The CuHarrmMan. You may proceed. 

Mr. WituriaMs. I think we are pretty well agreed here that our effort 
to get Government out of business is a worthy effort, but I did want 
to inquire of Mr. Griffith whether he knows of any area where the 
Government has operated which might appear on the surface to be in 
competition with private enterprise, and which he would say has not 
choked off private enterprise but has opened up new areas for private 
enterprise to operate, and I am thinking particularly of situations 
like the TVA. 

Do you have the feeling that there is an activity of Government 
which far from being an unworthy governmental operation, has con- 
tributed to our free and private economy by opening up a new area 
for private development and new plants? 

Mr. Grirritu. | think | stated that there was no line of demarcation 
and that there were projects where different States were involved that 
certainly business could only applaud the Federal Government going 
into those kinds of projects. 

Mr. Witurams. Does that apply to TVA? 

Mr. GrirrFira. Oh, yes. 

Mr. Witurams. Thank you. 

The CuartrMan. Are there any other questions? 

If not, Mr. Griffith, you are excused. 

Mr. GrirrirH. May I thank you, sir. 

The CuarrMan. Thank you ever so much. 
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Mir. Wat Is the representative of the New Jersey Chamber of 


Commerce in the room, or does he have a representative here? 


The CuatrmMan. Apparently he is not here 
If those are all the witnesses who are supposed to be here this 
afternoon, and if there are any witnesses here who expect to testify 


tomorrow, thi y may come forward now, if they want to and vive their 
testimon 

No response 

The CHarrmMan. All right; the committee stands adjourned until 
tomorrow morning at 10 o’clock 

I would like to have the members stay for an executive session this 
afternoon 

(Thereupon, at 3 p. m., the committee adjourned, to reconvene at 
10 a. m., Thursday, July 15, 1954 
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THURSDAY, JULY 15, 1954 


Houses or REPRESENTATIVES, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Uv ashington, re 

The committee met, pursuant to recess, at 10:05 a. m., in room 
429, Old House Office Building, Hon. Clare E. Hoffman, chairman of 
the committee, presiding. 

The CuatrMan. The committee will be in order 

Who is the first witness, Mr. Ward? 

Mr. Warp. Is Mr. Stringfellow here? 

Mr. Emmons. 

Mr. Emmons. Yes. 

Mr. Warp. Do you want to take the stand, Mr. Emmons? 

Mr. Emmons. Yes. 

The Cuatrman. Mr. Emmons, go ahead. 


STATEMENT OF BLYTH EMMONS, DIRECTOR, WASHINGTON 
OFFICE OF THE NATIONAL SMALL BUSINESS MEN’S ASSOCIA- 
TION 


Mr. Emmons. Thank you, Mr. Chairman. 

Mr. Chairman, I am very glad to be here, sir. My name is Blyth 
Emmons. I live in Washington, D. C., and am the director of the 
Washington Office of the National Small Business Men’s Association 
with offices at 925 15th Street NW., Washington, D.C. The associa- 
tion’s national headquarters is located at 2834 Central Street, 
Evanston, IIl. 

The National Small Business Men’s Association was founded in 1937 
to give small businessmen a voice in national affairs and to help pre- 
serve free competitive enterprise in the United States. We have 
members in all 48 States, representing approximately 170 categories 
of business. 

The association holds national membership meeting each year. At 
each meeting a financial statement is rendered showing all income and 
giving an itemized statement of expenditures. All members are 
eligible to attend these meetings. At each meeting a program is 
adopted by majority vote of those present to guide the activities of the 
association until the next membership meeting is held and a new pro- 
gram adopted. We had our 1954 meeting here in Washington in 
early April at which time the following legislative recommendation 
was adopted: 
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GOVERNMENT IN BUSINESS 

1) That the Federal Government be prohibited from engaging in any business 
in competition with private enterprise, and that all Government corporations be 
liquidated 

The National Small Business Men’s Association is definitely con- 
cerned that there are now more than 100 kinds of businesses operated 
by the Government. The Federal Government employs 2,371,635 
civilians; it has an annual budget of $72,116 million; it owns and oper- 
ates large areas of land in the continental United States; it had a 
debt as of January 4, 1954 of $274,641,955,399.98, equal to almost 
the total annual production from all sources; it operates over 100 
business-type activities; it has stores inventories comparable to those 
of all private enterprises combined; it is the largest insurer, the largest 
lender, the largest tenant, the largest holder of grazing land, the 
largest owner of grain, the largest warehouse operator, the largest 
shipowner, the largest truck-fleet operator. The reported capital 
assets of $146 billion of December 31, 1951 are no doubt much greater 
now. 

lt is not the intention of our association in presenting this statement 
to come before this committee and go into detail about that which 
your committee has spent months and four thick volumes showing 
how incredibly broad the Government competition with private 
business has become. 

Government competition tends to destroy initiative on the part of 
the people and particularly the small businessman, and to restrict 
! growth and expansion of private enterprise, privately 
financed. This also has the effect of depriving the small businessman 
from starting a new business, in which his possibilities of survival 
might in part be assured by a Government contract, on which in 


the norma 


turn he would pay Federal taxes and make jobs which again in turn 
would lead to taxes paid by such employees to the Federal Govern- 
ment 

We fully realize that during a wartime period the Government gets 


into various businesses based on the supposed elements of time and 


speed for the so-called good of the cause or war effort; but after each 
war it has become not only the tendency, but the fact that the Gov- 


ernment has continued to stay in such enterprises, and the bureaucrats 
employed by the Government to run these projects have no desire to 
Five u that which has become their livelihood, supported by the 


taxpayers’ money, and, therefore, their attitude is “To hell with the 
taxpaver.” 

Ve have members who have been put out of business by the Gov- 
ernment, and in one special case forced out by the Army-Air Force 
post exchange bureaucratic setup. We believe that the small busi- 
nessman should be allowed to take over the responsibilities of Govern- 
ment contracts such as supplying cigarettes, lawn mowers, and soap 
to the Air Force, coffee, rope, cordage, paint and uniforms to the 
Navy, and leasing automobiles or trucks and other necessary articles 
to the General Services Administration. 

For some time the small, independent businessman who owns the 
store or the dry-cleaning establishment or the bakery or small spe- 
cialty shop in the neighborhood where the serviceman lives and where 
he returns after his duty is complete on a base is having a tough 
time competing with the PX, the ice-cream dispensing, the post 











GOVERNMENT IN BUSINESS &] 


cleaning establishment and other Government-owned and operated 
services which the soldier, the Air Force man and in many cases the 
sailor patronize, and therefore this neighborhood man or woman 
who owns his or her own business loses out. It goes further when 
the optometrist, the small hardware merchant, the jeweler, and the 
dairy delivery man lose this type of business because of the minor 
difference between the PX discount and the local businessman’s price. 

In turn there is the manufacturer who is eliminated by the Gov- 
ernment doing its printing at the Government Printing Office. The 
Government makes its own rubber stamps, mailbags, padlocks, et 
cetera. 

The Government, in all three armed services, roasts its own coffee. 
This might be necessary if there were no other coffee-roasting equip- 
ment in the country. 

Also, the Government maintains and repairs its own typewriters, 
adding machines and other office machines and hospital equipment 
whereas the local maintenance company, more often than not a small- 
business man, is not invited to bid on maintenance contract in which 
he might save the Government considerable money. 

In addition, there is your small public warehouse which many times 
could use some Government business, but which in most cases either 
cannot afford to enter a bid or is completely ignored. 

The above and many other Government-operated enterprises keep 
a closed door as far as giving the independent a chance to do business 
with his Government. 

The Government is not only in competition with business, but when 
the businessman shows any desire and interest in requesting his 
chances to do business with Uncle Sam, the bureaucratic attitude and 
redtape is such that particularly the small-business man gives up in 
frustration and despair and returns to his knitting, and perhaps 
wonders what kind of socialistic country he is living in. This is 
emphasized when the Government official he has been dealing with, 
and to whose salary he contributes, can stymie, forestall, and perhaps 
put him into bankruptcy, due to the lack of everyday explanation 
and help. 

This association realizes that it is most difficult to get the Govern- 
ment out of business. The Government in business tends toward 
socialism. It is hoped that steps will be taken by Congress to get 
the Government out of business so that this socialistic tendency is 
abated, and that then there will be an incentive for the private 
citizen to do the job for his Government efficiently and profitably. 

If in wartime or under extraordinary circumstances the Government 
must go into business, then let the Government, through the admin- 
istration, explain to the businessman public, of which our small- 
business man is in the majority, what, how and why his Government 
is in competition or must do ‘the job. 

In H. R. 8832, which is concerned with the problems of Government 
in business, it has been omnppennte that the possibility of private 
enterprise doing business with the Government could be termed an 
incentive. The incentive to encourage business spending, by the in- 
vestment of private capital, so that Mr. John Q. Small-Business Man 
can use his experience and know-how to take part in the business of 
his Government. 
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eve itually draft a law which will give the citizen the chance to par- 
ticipate in the tax-spending dollar he pays the Government. 

We further urge the creation of a Board—section 3 of H. R. 8832— 
with full authority to carry out the provisions of this act, and that 
the Board shall also have the authority to exercise special powers as 
deseribed in section 6. 

In conclusion I would like to read the following which is entitled, 
“Private Enterprise,’’ the author of which is unknown. 


We strongly urge that this committee continue its good work, and 


The power to choose the work we do 
lo grow and have the larger view 
To know and feel that we are free, 

’ } 


To stand erect, not bow the knee, 
To be no chattel of the State 

lo be the master of our fate, 

To dare, to risk, to lose, to win, 

To make our own career begin 

To serve the world in our own way, 
To gain in wisdom, day by day, 
With hope and zest to climb, to rise; 
That is private enterprise 

Thank you, Mr. Chairman. 

The CuHarrMAN. Are there any questions? 

Mr. Osmers. 

Mr. Meader. 

Mr. Osmers. Mr. Chairman. 

The CHarrMAN. Yes. 

Mr. Osmers. Mr. Emmons, what type of business are the mem- 
bers of your association engaged in, sir? 

Mr. Emmons. Congressman Osmers, about 70 percent of them are 
small manufacturers, sir. 

Mr. Osmers. Small manufacturers? 

Mr. Emmons. Yes, sir. 

Mr. Osmers. General merchandise? 

Mr. Emmons. General merchandise. 

Mr. Osmers. I| think you made a very strong statement. 

I do want to make this observation, Mr. Chairman: That, even 
though I am probably as devout in my desire to get the Government 
out of business as any man in Congress, I think your statement at 
the bottom of page 1 is probably a little bit broader than any of us 
might want to go. It is so all inclusive that it probably demon- 
strates one of the reasons why we will have to create some form of 
Board or Agency within the Government to review those activities 
and to separate those which must be conducted and are essential 
from those which can be left to private enterprise. 

The CHarrMan. You are referring to the last paragraph? 

Mr. Osmers. On page 1; yes, sir. 

The Cuarrman. Mr. Meader. 

Mr. Riehlman. 

Mr. Karsten. Let me ask a question. 

The CHarrMan. Pardon me. 

Mr. Karsten. Your bill is not as broad as this last paragraph? 

Mr. Osmers. No; it is not. 

I realize the earnestness of the part of the organization that went 
into the phrasing of that paragraph, but I did want the record to 
show I feel it is a little broader 
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Mr. Karsten. In other words, that is advocating too much pro- 
hibition here, and that maybe a little Government business wouldn't 
be bad; is that what I interpret the gentleman to be saying? 

Mr. Osmers. No; I think, Mr. Karsten, nothing will ever replace 
good judgment, and I feel we will have to set up in the Government 
an agency where good judgment will be exercised and where business 
can come and state their case and where Government agencies can 
also come and state their case, and only through dealing with each 
case, as it occurs, will we be able to delineate between those activities 
which should be conducted by the Government properly and those 
which should not be. 

Mr. Karsten. But you don’t think we should prohibit all, as this 
language would indicate, but that we should select those we prohibit? 

Mr. Osmers. That is right, and that will vary, as was indicated by 
the testimony here yesterday, Mr. Karsten. 

I keep going back to something Mr. Pilcher said yesterday. We 
should never put the Government in the position where they are in 
handcuffs and not be able to defend themselves in a situation where 
some predatory interests might conspire together to take advantage 
of a situation. 

Mr. Emmons. I think our association will go along with you on that, 
sir. 

At these meetings they are apt to endorse a re oe that seems 
to cover a multitude of thought, and perhaps if it is broken down 
they would go more along your lines, sir. 

Mr. Karsten. Does your association endorse Mr. Osmer’s resolu- 
tion, or was that just some 

Mr. Emmons. They did not specifically, sir. This was just a broad 
get-the-Government-out-of-business resolution, sir. 

Mr. Karsten. Are you speaking for your association? 

Mr. Emmons. [ am speaking for my association; ves, sir. 

Mr. Karsren. Do you think they would be willing to make the 
concession you are making here? 

Mr. Emmons. I believe they would, sir, on just a commonsense 
basis. 

Mr. Karsten. You couldn’t say for sure? 

Mr. Emmons. I could not. 

Mr. Karsten. They may insist upon this original language? 

Mr. Emmons. I don’t think they would insist, sir, based on their 
attitude and having been at that meeting. 

Mr. Cuuporr. Mr. 7 mmons, can I ask you a few questions? 

Mr. Emmons. Yes, si 

Mr. Cuuporr. Let’s assume one of these bills would become a law 
of the United States. Do you really think small business will get any 
more business than they are getting now, or don’t you rather think 
big business will get a little more than they are getting now? 

Mr. Emmons. I will have to answer you, sir, based on the type of 
membe TS that compose our organization. I think they would. 

Mr. Cuvuporr. Since I have been in Congress, I have been trying, 
to the best of my ability, to try to see that small business got more 
business and big business got less business, and I haven’t been very 
successful and I don’t think, personally, this will do you any good. 

I want to commend you for coming up here. I am glad to see the 
small-business men of America are really on the ball, but I don’t think 
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you really mean everybody connected with the Government—and I 
quote from page 3 of your statement—have the attitude “to hell 
with the taxpayer.’”’ I don’t think you really mean that, do you? 

Mr. Emmons. Not everybody; no, sir; but there are enough of them, 
and particularly, if I may say, up to the administration previous to 
1952 the attitude of the bureaucrat was, ““Well, why are you here?” 

I say that based on actual experience. 

The CuarrMan. May I interrupt you there? 

How can you make that distinction when so many of those who were 
in before are still in? 

Mr. Emmons. Mr. Chairman, there is a change of attitude. There 
has been a definite change of attitude. 

The CuarrmMan. Then it must be due to conversion on the part of 
those who are in, because practically all of those who are operating 
the Government, actually doing the work of operating the Govern- 
ment, are the same today as they were before. 

Mr. Emmons. Yes, but there is a change of attitude, and you can 
see it. 

The CuarrMan. That is fine, if it is for the better. 

Mr. Connon. That isn’t the way I have heard it, Mr. Chairman, 

Mr. Cuuporr. I want to ask you one more question. I presume, 
as head of this organization of small-business men, you have some 
statistics. 

Mr. Emmons. I am not the head. I am just the Washington leg 
man. 

Mr. Cuuporr. Let me finish. 

Mr. Emmons. Yes, sir. 

Mr. Cuuporr. You are familiar with the amount of business these 
small-business men are getting who are members of your association. 
Would you let me know how much more business the small-business 
men of America are getting since 1952 than they got in the prior 
administration? 

Mr. Emmons. I couldn’t answer that now, sir. 

Mr. Cuuporr. You couldn’t answer it? 

Mr. Emmons. Not right now. 

Mr. Cuuporr. But do you think they are getting more? 

Mr. Emmons. The opinions, the letters, I get in the Washington 
office, as the Washington man for this association, indicate that the 
doors are open, wider open. 

Mr. Cuuporr. You are talking about Government contracts, aren’t 
you? 

Mr. Emmons. Yes. 

Mr. Cuuporr. I am talking about general business. 

Mr. Emmons. And I am talking about business in general, too. 

Mr. Cuuporr. The doors are more open? 

Mr. Emmons. They are getting better. 

Mr. Cuuporr. Why is my mail heavier now than it was before 1952, 
complaining that General Motors is getting all the business and they 
can’t get any of it? 

Mr. Emmons. Well, of course, we are national and we are getting 
an overall picture, overall information and requests. So, I would 
have to make that statement based on what the situation is in a na- 
tional sense rather than in any particular district. 

Mr. Cuuporr. As a matter of fact, I had a committee of small 
manufacturers of electronic products in Philadelphia come to me and 
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ery because they couldn’t get any business from the Government, 
and they said in the previous administrations they were able to get it. 
How do you explain that? 

Mr. Emmons. | can’t, sir. 

Mr. Cuuporr. Then maybe you are not so sure of your statement. 
Isn’t that true, Mr. Emmons? 

Mr. Emmons. I am reasonably sure on an overall basis. 

Mr. Cuuporr. Thank vou. 

Mr. Karsten. May I ask a question on this to-hell-with-the-tax- 
payer attitude? 

You said vou spoke with experience. I assume you knew some 
bureaucrat who made such a statement or issued such a statement; 
is that correct? 

Mr. Emmons. Not in the actual wording of it, sir, but in the 
attitude, in going in and trying to get information and trying to do 
business with them at that time. 

Mr. Karsten. I am trying to find out where you got the words 
“‘to hell with the taxpayer.’’ Is that your own interpretation? 

Mr. Emmons. That is my own interpretation, sir. 

Mr. Karsten. And you put some words into the mouth of a bureau- 
crat; is that what you are attempting to do? 

Mr. Emmons. No; | am not, sir. I am intending to describe an 
attitude. 

Mr. McCormack. Do you say the small-business man is better 
off today than he was in November 1952? 

Mr. Emmons. I would say that he certainly isn’t any worse off, sir. 

Mr. McCormack. He has just as much employment and as much 
business as he did then? 

Mr. Emmons. It seems as if our group seems to be happier. 

Mr. McCormack. Do you favor the repeal of the Small Business 
Administration? 

Mr. Emmons. The repeal of the——— 

Mr. McCormack. The Small Business Administration. 

Mr. Emmons. No, sir. 

Mr. McCormack. You are for that? 

Mr. Emmons. Yes. 

Mr. McCormack. Isn’t that competition with private business? 

Mr. Emmons. No. 

Mr. McCormack. You don’t think so? 

Mr. Emmons. The Small Business Administration—— 

Mr. McCormack. On making loans, Government loans, to small 
business. 

Mr. Emmons. They are trying for—— 

Mr. McCormack. I am for the bill. I was strongly for the bill, 
but I want to get your views. 

Mr. Emmons. If you are going to have such a thing, we don’t 
think you should have such an organization in the Government, 
basically. 

Mr. McCormack. In other words, you favor its repeal? 

Mr. Emmons. Yes, sir. 

Mr. McCormack. Your organization would? 

Mr. Emmons. We would favor that repeal. 

Mr. McCormack. That is a frank answer to my question, and I 
must say I am constrained to admire your frankness. Under the 
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circumstances, however, I have to disagree with you; but I respect 
your frank answer 

Mr. Brown of Ohio. Would the gentleman yield? 

The Small Business Administration 

The CHarRMAN. Wait a minute. There seems to be a misunder- 
standing here 

Of t 

The CuarrMan. All right, let’s go ahead with another witness. 

Mr. Emmons. Thank you very much, Mr. Chairman. 

Mr. Brown of Ohio. Mr. Chairman 

The CHAIRMA All right 

Mr. Brown of Ohio. Mr. Chairman, I asked the gentleman from 
Massachusetts to yield. I think we both supported the Small 
Jusiness Administration legislation when it was before the House. 

It is my understanding—I wonder if the witness understands it 
the same way—the Small Business Administration was primarily 
oans to small business organizations 


he record ) 





created for the purpose of making 
where the local banks, themselves, couldn’t carry the loans, but 
joined in the request for the loan in order to continue some small 
business in operation and to continue the employment in_ those 
particular concerns 

That is just a little bit different from being in competition. The 
banks jon in They don’t con pete with the banks, but, rather, they 
join with the banks in making these loans. 

Isn’t that correct ? 

Mr. McCormack. My understanding is that would be a substan- 
tially correct statement. There might be some little variation, but 
I think that statement is as a broad statement, substantially correct. 

Now, Mr. Emmons, I want you, if you want, to clarify the questions 
I asked you, because I don’t consider that I am cross examining any 
witness. I am trying to get facts, and part of the facts is to get a 
state of mind, and that is why I asked of you the questions I did. 

Now, if, upon looking over your answers to my questions you want 
to clarify them, so far as I am concerned, you have permission to do 
so, because my understanding is the small businessmen of the country 
pretty strongly supported that legislation. 


You see, the RFC was abolished and then we put through last year 
lecislation which established the Small Business Administration, so 
that the small businessmen would have an opportunity, where they 
couldn’t get equity capital or loans, to carry on their business, where 
a bank didn’t approve their loan, or in cooperation with a bank, pretty 
much along the lines of the REC, in connection with a limitation, I 
think, of $150,000. There is a maximum. Some of us thought it 
should be more, or be stronger, but that is immaterial. The law is 
on the statute books. IJ mean it is immaterial as far as this discussion 


l 
| 
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is concerned. 

They were also to cooperate with small businessmen, to try to help 
them in some other ways, such as advice, ete. We also intended to 
try to help them get their proper share of Government contracts 
They were to be something more than a loan agency. 

Mr. Brown of Ohio. That was the second responsibility. 

Mr. McCormack. They were to go far beyond that. They were 
to give advice to small businessmen. 

We recognize that large corporations can employ men to do their 
research work, and that is no criticism of the large corporation. 
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They are in a position financially to do so, and the difficulty is with the 
small businessman. 

So, they were to be, in a sense, justifiably, their advocate, in order 
to have a proper distribution of business to small businessmen. 

So, if my questions have caught you off guard, I want you to 
know you can clarify the answers you gave to me. 

Mr. Emmons. | would like to, sir, if | may. 

Mr. Brown of Ohio. Will the gentleman yield, just to clarify 
this a little further? 

I think you will find the banks, most of the banks, of the country 
were also in support of the Small Business Administration legislation 
because these loans made to small business are not made where the 
banks, themselves, can handle the loans. 

The banks over the country are restricted under our banking 
laws, in making capital loans such as are necessary for some small 
business concerns, and they may underwrite a part, as much as they 
are permitted by law, and then the Small Business Administration 
makes a further loan. 

In most of these cases—and I have had some experience just recently 
with them—the banks, the Small Business Administration and the 
Government all cooperate together to accomplish the desired result. 

So, I don’t think that is a matter of competing with local financial 
institutions; but, instead, simply a matter of expanding their possi- 
bilities to be of service to the people of the community. 

Mr. McCormack. I am sure my friend from Ohio will admit my 
questions were pertinent onces. 

Mr. Brown of Ohio. Oh, certainly; certainly. 

Mr. Osmers. Mr. Chairman, somewhere in the course of the hear- 
ings I think we should probably say that, with due respect to the 
expression by Mr. McCormack, the type of competitive activity that 
would be covered by any of the bills under discussion here would not 
include an activity such as the Small Business Administration, which 
is set up by an individual act of Congress, and that the only way 
that the Small Business Administration would be enlarged, curtailed 
or eliminated would be by an act of Congress, just as it was established 
by an act of Congress; and I think probably it would be helpful to you, 
sir, and to other witnesses and to members of the committee, for me 
to say, as the author of a couple of the bills, that I recognize the 
machinery that is proposed here and the legislative action that is 
desired will not change acts of Congress with respect to the establish- 
ment of certain activities. That, of course, will have to be changed 
by the Congress. 

Mr. Emmons. Thank you, sir. 

Mr. Connon. Mr. Chairman, could I direct an inquiry to the 
al from New Jersey? 

The Cuarrman. Mr. Condon. 

Mr. Connon. Yesterday I believe you said, Mr. Osmers, that you 
discussed this with the administration people and, because of the lack 
of time, you were told there was very little likelihood of them allowing 
any bill along the lines of the 3 or 4 we are considering to come to the 
floor for action at this session, and you indicated you were going to 
see them again to see whether or not they would change their position 
and allow such a bill to be considered at this session. Have you done 
that yet? 
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Mr. Osmers. I would like to try, if I may, to clarify my recollection 
of those events 

The chairman of the committee mentioned that it was his under- 
standing. after talking with the House leadership, that this matter 
would not be acted upon at this session. 

| made two statements following that: One was that | hoped ] 
would be able to persuade the House leadership to act upon it because 
of the great need for the legislation and, I feel, a generally favorable 
attitude on it by Members of Congress, based on mail and expression 
I have had from them 

Third. | made this expression: That I had been over to the executive 
department to discuss my bill, H. R. 88382, and that, as a result of those 
discussions, 1 introduced H. R. 9890, for the reason | wanted to place 
before the Congress and before the Committee a slightly different 
approach to it than my original bill. 

| take the attitude that our chairman has taken, who also has put 
in a couple of bills here, that there are a number of different avenues 
that we might use to approach this objective—and I have a couple 
in: he has a couple in—and I think, after we hear these witnesses, we 
will be in a better position then to decide which way, if any, we want 
to use 

Now. the disadvantage expressed by the executive department 
representatives to my H. R. 8882 1s simply that it sets up another 
board, as you pointed out yesterday, which reports to the President, 
and that is a disadvantage which the executive department sees. 

So far. from hearing witnesses, I am not yet convinced that is not 
the right way to do it, even though it has that legislative disadvantage 
of establishing another board within the Government. 

Mr. Conpon. I just wanted to make this observation: If the fact 
is we are not going to have legislation at this session, whether it is any 
of these bills or something like them, we are holding extensive hearings 
and, frankly—I am on Mrs. Harden’s subcommittee, as is the gentle- 
man from New Jersey—we are covering much the same ground we 
have already covered in taking a thousand or 1,200 pages of testimony ; 
and the suggestion was made yesterday, even in instances of specific 
complaint, this committee is not going to hear from the departments 
to answer those specific instances of complaint, but this record is going 
to be referred to the Harden committee to run these things down. 

I am just wondering, for the sake of saving the time of the full com- 
mittee. the time of all of these witnesses, if all of these bills might not 
properly be referred to the Harden subcommittee and let them go for- 
ward with their thorough investigation, which they have been doing. 

I hate to have to spend 3 days and use up everyone's time on a sub- 
ject about which we are not going to legislate at this session and a 
subject which has already been almost exhaustively surveyed by Mrs. 
Harden’s committee. 

I still am of the feeling that all of these bills ought to be referred 
to Mrs. Harden’s committee, where we have heard from many of these 
same people, and certainly in the course of these hearings we are 
going to duplicate the cordage people, the paint people, and all of the 
people who have been before the Harden committee, and I throw it 
out as a suggestion, at least, that it might be appropriate to refer all 
these bills to Mrs. Harden’s committee and let that committee com- 
plete its task and come back with some recommendations. 
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Mr. Osmers. I would like to say, Mr. Chairman, to the gentleman 
from California that after I introduced my bill 1 suggested to the 
chairman—at that time my.bill was the only bill before the com- 
mittee—that it be referred to the Harden subcommittee, and | yielded 
to the chairman’s, what I thought, very intelligent view 

The CHAIRMAN. Insistent. 

Mr. Osmers (continuing). An insistent view that the matter was of 
such broad public interest that it should be heard by the full committee. 

The CuarrMan. And, let me add there, inasmuch as the full com- 
mittee would eventually have to pass on it anyway. 

Mr. Osmers. That is right. 

Mr. Dawson. Is that true of all subcommittee matters? 

Mr. Osmers. I was very agreeable to that point of view, and I am 
very happy that these hearings have occurred. 

Now, | would like to say one further word to the gentleman from 
California about these he: arings: That we are not redoing the work of 
the Harden subcommittee in these hearings. We are now hearing from 
a gentleman who represents a group of people i in many, many different 
lines of business, I gather, from what he said in response to my ques- 
tion, and we are not going into it industry by industry to find out the 
nature and the extent of Government competition with some particular 
industry. 

I think we are making in these hearings the broad, philosophic 
investigation of the subject which must be made. We are talking 
to the taxpayers’ group, businessmen’s group, all sorts of groups here 
that are bringing us their viewpoint, and I have been rather sur- 
ane to note that most of the witnesses have an understanding of 
the fact that the Government will have to continue certain activities; 
and I feel that, after we hear these witnesses, and after we hear on 
Monday—I believe that is the date they are scheduled to be here- 
from officials in the Government, the full committee will then be in 
a position to act on a bill. 

I am assuming out of all of this will come some agreeable way of 
“me ‘hing the “proble m. 

| don’t know of a man on the committee who is opposed to the 
Congress entering into this field—certainly he has not expressed him- 
self yet—and I| think if we can find an agreeable way—lI don’t think 
it is going to be a partisan matter at all, ‘hope it won’t be, and I just 
feel we are now tying together in these full committee hearings, Mr. 
Chairman, the loose ends. For 22 years the Congress has been 
dealing with this, and we are now tying together the loose ends, and 
I hope we will be able to agree upon a bill and we will be able, all of 
us, to influence the leadership of the Congress to act upon it at this 
session, even though a very small time remains. 

Mr. Fountain. Mr. Chairman, may | make a comment by way 
of supplement to what Mr. Condon said? 

As | understand it, the Hoover Commission is also making a study 
of this particular field in an effort to determine the extent to which 
Government is in competition with private enterprise. 

I would like to make this suggestion: It seems to me as the witnesses 
testify, if they will concentrate a portion of their time upon the bill 
itself, disc ussing its provisions, its pros and cons, it might be helpful 
to us in making a decision as to what is an appropriate or what would 
be appropriate to be included in legislation. In other words, if they 
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have analyzed this bill, it may be they have some suggestions, recom- 
mendations tor ame ndments, or col etions or deletions, and things 
of that kind, which would bi helpful to the committee. 

The CuarrMaAN. Perhaps a word of explanation is necessary in view 
of what was said by the gentleman from California and the gentleman 
from New Jersey, Mr. Osmers. 

When this matter first came to the attention of the committee, I 
referred it to the Harden subcommittee, which, as has been stated, 
held exhaustive hearings. 

Then, and before I learned from the leadership that no action would 
be taken on legislation at this session, Mr. Osmers suggested the 


further hearings. I stated that, because [| thought the subject had 
been exhausted by the Harden subcommittee, the full committee 
should not have a hearing as to the details of these different businesses 
in which Government is in competition with private industry, but that 
they get a summary O1 table of contents of what had transpired before, 
and then take up the bills and report 

In view of the fact that the leadership told me there probably 
would be no legislation, and in view of the statement of Mr. Osmers 
that he hopes to get legislation in any event, here we are. We are 
not duplicating the work of the Harden subcommittee—at least that 
was not my intention—but acting as a full committee on proposed 
legislation. The difficulty in that situation grows out of the fact 
that, in addition to the original bill introduced by Mr. Osmers, Mr. 
Osmers has, after consultation with the executive departments, 
introduced another bill. On July 8, I introduced two bills that had 
been on my desk for many months, but had been left there because 
we hadn’t reached the point where we were considering specific 
legislation. 

We have this article, and I want to include it in the record, from 
the New York Times, showing what the executive department is 
doing along the same line. 

(The article referred to is as follows:) 


Unirep States Witt Cur Roie as EnrREPRENEUR—WHITE House Movine 
ro TurN Over To Private Bustness Many FEDERAL ENTERPRISES 


By Anthony Leviero 


o The New York Times 
WASHINGTON, July 11.—Federal agencies spend billions of dollars yearly doing 
a lot of things, like roasting coffee and building battleships. Now the Eisenhower 
administration is pianning to turn many of these ent« rprises over to private 


The plan has some highly attractive aspects One project heard in Congress 
from liquidated capital assets to the reduction of the 





would apply all revenue 
national debt 

Ihe Federal payroll and budget would be reduced, and tax revenue would be 
increased by any large scale reduction of Federal commercial-type services and 
manufacturing operations, 

Private industry could perform most of the operations more cheaply. So say 
nents of this concept, which is making headway in these ways: 
sidential directive is in the drafting stage that would require all Federal 
ments and agencies to make an inventory of commercial-type operations 
ight be performed more economically in private hands. 
committee of the House Government Operations Committee will begin 
hearings Wednesday on a bill to establish an antigovernment competition board, 
and on other measures that would authorize the President to liquidate commercial- 
type enter 





prises, 
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The Defense Department already is pioneering the plan. It has completed a 
preliminary inventory of thirteen services and operations of a commercial nature, 
such as bread baking and laundering, that are being performed by the Army, 
Navy, and Air Force in 237 defense establishments within the United States. 
It aiso has called for an inventory of eighteen other operations that could be 
performed by commercial concerns adjacent to the posts, camps, and stations. 

The Commission on Organization of the Executive Branch of the Government, 
headed by former President Hoover, has set up a subcommittee to study business 
enterprises in the Defense Department. Joseph B. Hall, president of the Kroger 
Co., a food chain, has been appointed chairman. He is familiar with the task, 
being head of a Defense De ‘partment committee on the same subject. He also is 
a member of the Defense Secretary’s Committee on Departmental Fiscal Opera- 
tions. 

Comparatively little actual progress has been made in getting the Government 
out of business, but the plan is in accord with President Eisenhower’s philosophy 
of having the Federal Government do only those things that private industry and 
local governments cannot do by themselves. Hence some officials expect the 
movement to gain momentum as the implications of it are better understood. 

So far as the Government as a whole is concerned, the concentration on the 
project right now is in the Budget Bureau. Rowland R. Hughes, the Budget 
Director, is working on a directive, or Presidential order, that would require all 
Federal agencies to submit an inventory of their commercial-type services. 

This directive would produce a comprehensive survey of an enormous number 
of enterprises and ultimately would require the agencies to justify their retention 
of the operations or yield them to private industry. 

The proposal still is in the early stages in the Budget Bureau. But as now 
contemplated, it would spell out a basie policy relating to Federal competition with 
private enterprise, define ‘‘commercial-type activities,’ set standards for rejection 
or liquidation of the enterprises and establish in the Budget Bureau the machinery 
for reviewing the governmentwide program. 

In the absence of a comprehensive survey, there is no factual basis for an esti- 
mate. But Senator Robert C. Henderickson, Republican of New Jersey, told the 
Senate recently that estimates of the sale value of the Government’s commercial- 
type enterprises to private owners varied from $25 to $40 billion. 

Another estimate is that in the Defense Department alone the gross annual 
sales of all military commercial and industrial-type operations is about $10 billion. 

There is no estimate of the capital investment behind this figure, but the $10 
billion sales estimate is of the magnitude of the sales of the General Motors Corp. 
last year. 

Many of the projects under prospective attack had their genesis in depression 
or war. For instance by 1945, under the impact of the war, there were 101 
separate Government corporations with gross assets of $29,600,000,000. About 80 
of the corporations are still in existence. 

Most of them are looked on with disfavor by the General Accounting Office 
because it cannot make these corporations repay an illegal or improper expendi- 
ture, a power it holds over Government departments and agencies. 

Some points of progress already made by the Eisenhower Administration are: 

Liquidation of the Reconstruction Finance Corporation, which has been carried 
out by the Treasury Department. 

Disposal of tin and rubber facilities (but President Eisenhower had to create a 
new Government corporation to do this 

The New York Naval Shipyard at Brooklyn closed its uniform factory last 
year, apparently influenced by agitation in some quarters to turn over the whole 
navy yard, regarded as the largest manufacturing facility in New York State, to 
private industry. 

Coffee roasting in the Armed Forces has been reduced somewhat. 

Paint manufacturing has been reduced to a special formula ‘‘bottom paint”’ for 
ships 

Some sawmill operations have been eliminated. 


WATERWAY CoMPANY SOLD 


One other notable action was the sale of the Inland Waterways Corporation of 
the Commerce Department to the Federal Waterways Corp., a subsidiary of the 
St. Louis Shipbuilding & Steel Co., for $9 million 

This progress is only a drop in the bucket, however. The preliminary inventory 
in the Defense Department is fragmentary, but here are the operations it showed 
in the 237 establishments: 

51144—54——-7 
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Aluminum sweating (salvage of aluminum), 9; scrap metal baling, 29; clothing 
factories, 2; coffee roasting, 5; motion picture studios, 5; paint factories, 2; rope- 
making, 1; sawmills, 3; bakeries, 74; clothing reclamation, 6; furniture repair, 3; 
ice cream manufacturing, 3; and laundries and dry cleaning, 95 

The Defense Department has issued a directive requiring an inventory of these 
18 services and manufacturing operations 

Chain, acetylene, automotive repair shops, cafes and restaurants. caustic soda, 
cement mixing, chlorine, cobbler shops. ice plants, office equipment repair shops, 
oxygen and nitrogen, power line construction, power plants, tire retreading, tree 
and garden nurseries, wood preservation and argon and freon manufacturing. 

The problem of divesting the Government of commercial-type operations is 
not simple, even with an administration that is more than eager to take industry’s 
guidance in implementing its plan 

For instance, the single rope-making plant in the Federal service is in the 

3oston Navy Yard. It is the famous “ropewalk”’ established in 1820. When 
the suggestion was first made that it be given up, Members of Congress from that 
area rose in protest. 

Other operations like bread-baking will continue to be done by Federal estab- 
lishments in remote areas or in places where private concerns cannot do the work 


cheaper 

However, the project is getting earnest study with the aim of economizing, 
reducing espenditures, increasing revenue and releasing more military manpower 
for combat-type assignments 


The CuarrMan. I had thought there seemed to be no dispute or no 
oppositl yn to the broad, general principle that the Government 
shouldn’t be in competition with its taxpayers in private business, 
and that our difficulty was in finding just how we might remedy that 
situation 

So far as I am personally concerned, I don’t care whether we hold 
hearings for 5 more minutes. If anyone desires to make a motion 
that the hearing be discontinued until next session, it is all right; but 
I would like to ask that all Republicans be here to vote on the motion. 

Mr. Connon. Mr. Chairman, I won’t make that motion. I raised 
the problem—I still feel we are impinging on the work the Harden 
committee has done. 

The CHarrMan. Pardon me, if you will let me interrupt—and on the 
work of the Commission which was created here by the Congress this 
vear. 

Mr. Connon. The Intergovernmental Relations Commission? 

The CuarrMan. Yes, and also on the work the executive depart- 
ment says it is trying to do. 

Certainly we are to a certain extent duplicating it. 

Mr. Connon. And I can say, from the list of witnesses, we are 
going into paint, cordage, milk and PX’s, commissaries and all the 
other things the Harden committee has been over; but I do wish the 
witnesses here would follow out Mr. Fountain’s suggestion and at 
least address part of their remarks not to the broad philosophy, but 
to the specific legislation which is pending before us, so that we can see 
what they think is a means of correcting it in terms of a bill that we 
can all look at. 

Mr. Dawson of Illinois. Would the gentleman yield? 

Mr. Connon. I yield. 

Mr. Dawson of Illinois. Knowing, as we do, how our chairman is 
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very thorough in the things he does, he waited upon the leadership 
before these hearings were set, and the leadership notified him that 
there would be none of this new legislation considered at this session 
of the Congress. 

Now, Mr. Osmers’ statement was made that he would endeavor to 
see that the leadership did consider this matter. 
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You asked the question whether or not anything had been done 
since that statement was made to give us a different view of the 
attitude of the leadership, and that question hasn’t been answered yet. 
So, the statement of our chairman still stands, unchallenged, that this 
matter will not be considered at this session of the Congress. 

Then, in the light of that, with these various Congressmen as busy 
as they are, I cannot see, for the life of me, why these matters should 
not be referred to the committee that had been studying this matter of 
the Government in business instead of bringing as many Congressmen 
here every day, taking them from their various duties and why it is 
necessary to do that this late in the term when we are expecting to 
adjourn, I understand from the leadership, by the 31st. 

The Cuarrman. Will you yield right there, please? 

Mr. Dawson of Illinois. And I agree with you, 

The Cuarrman. Will you yield right there? 

Mr. Daw son of Illinois. Certainly. 

The CHarrMan. The fault is all mine because I have complied, to 
a great extent, with the individual wishes of the members. I haven't 
been arbitrary enough. 

Dawson of Illinois. You haven’t been considerate of the 
people. Why should we be compelled to come here and sit and listen 
to this matter that cannot be determined? 

The CHarrMan. There is an answer to that. I only yielded to 
those who asked me, and apparently the others didn’t ask. If you 
will ask for something, 1 will be glad to try to help. Moreover there 
is now a chance that a bill be put through and it is my desire to make 
the effort to get a bill through the House. 

Mr. Dawson of Illinois. 1 think this is a matter that should be 
referred to the regular subcommittee that has done as fine a work as 
any subcommittee 1 have ever seen in the history of this Congress. 
I think they have gone into this matter exhaustively. I have read 
the reports they have put out, and I think, out of courtesy to that 
subcommittee, any legislation on the subject matter that has been 
before them for the length of time they have been engaging in it ought 
to be referred to that subcommittee. 

The CHarrMan. To do what? 

Mr. Dawson of Illinois. For study, especially since it isn’t going 
to the floor and nothing can be done on the legislation at this session 
of the Congress. 

I make that as a suggestion. 

Mr. Jupp. Mr. Chairman. 

The CHarrMan. We didn’t know that until just now, when this 
matter first came up. 

Mr. Jupp. Can I contribute a nickel’s worth? 

I am less busy now than I have been for the past 3 or 4 months. 
I would like an opportunity to sit in on these hearings because the 
major legislation of my other committee has now been taken care of. 
I would like to go ahead with the hearings. I am learning a lot. 

The CHarrMan. Have you read the Harden subcommittee hearings? 

Mr. Jupp. No; I haven't. 

The CHatrMan. If you read those and read the reports, you will 
have a comprehensive view of the issu \ 

Mr. Dawson of Illinois. Exactly. 
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The CHarrMan. My thought when Mr. Osmers came to me and 
advised it was his purpose to get out a bill was that this matter 
was coming up and would need the attention of the full committee. 

Isn’t that right? 

Mr. Osmers. That is right. 

‘The CuarrMan. And only the full committee can report a bill. 

Mr. Osmers. Yes. 

The CHarrmMan. And as the preliminary work had been completely 
done by the Harden subcommittee, I said, ‘‘Let’s put it in one package 
and do it.’ 

Mr. Jupp. May I ask another question? 

The CHarrMan. Certainly. Don’t ask permission. Just do as 
every body else does, vO ahead. 

Mr. Jupp. Do the chairman and the members of the Harden sub- 
committee prefer that the full committee not hold these hearings? 
Are they opposed to this? Do they feel that they can handle it better 
or adequately? 

The CuarrMan. I can’t speak for the Harden subcommittee, but 
when a bill comes up, as Mr. Osmers’ did, for final action, of course, 
it has to come before the full committee. I can see no reason for 
holding further subcommittee hearings because they have gone over 
the subject exhaustively. They have a whole library of information. 
Moreover the basic issue is very simple. Shall the Government, 
using tax dollars—it has no others—compete with the taxpayers 
upon whom it depends for existence? 

Mr. Rieauman. Mr. Chairman, may I be heard? 

The CHAIRMAN. Yes, sir. 

Mr. Rrenuman. If we are going to have a problem of discussing 
what we are going to do in the committee and what action it is going 
to take, I move we go into executive session. 

Mr. Ixarp. I second the motion. 

Mr. Lantarr. I second it. 

The CHarrRMAN. Unless there is an objection, we will go into execu- 
tive session 

Nuc h as | recret it. we have Lo ask our witnesses to leave the room. 

Mr. Dawson of Illinois. I did want to ask Mr. Emmons some ques- 
tions later on as to his thinking; but if it is inconvenient to him to 
remain 

Mr. Emmons. Do you want me to stand by, Mr. Chairman? 

The CuarrMan. If you please 

Whereupon, at 10:50 a. m., the hearing was recessed, the committee 
meeting in executive session. ) 

(The hearing reconvened at 11:40 a. m., Hon. Clare E. Hoffman 
presiding. 

The CuarrMan. The committee will be in order. 

Mr. Lantaff, you had some statement you wanted to make. 

Mr. Lantarr. I don’t care to make a statement. 

The CuarrMan. All right. 

Mr. Brownson. Mr. Chairman. 

The CHarRMAN. Yes. 

Mr. Brownson. Inasmuch as Mr. Emmons has been excused, may 
I ask the staff if they will write to Mr. Emmons and ask him one 
question. I also ask consent to have the question and answer in- 
cluded in the hearings. 
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(The letters referred to follow :) 


During the hearing Congressman Charles B. Brownson asked: “Does your 
association actually mean liquidation of all Government corporations, including 
the Federal Deposit Insurance Corporation, Federal Crop Insurance Corporation, 
etce.?’”’—the answer is “Yes, it does.’’ Please find enclosed a copy of the full 
text of the resolution, adopted by the membership of the National Small Business 
Men’s Association at its 17th annual membership meeting on April 5, 1954, on 
Which the legislative recommendation was based. 

Sincerely yours, 


3LYTH EMMONS, 
Director, Wasi} tngton O filce 


FoLLowING ReEsoLuTION ApbopTED BY MEMBERSHIP AT NATIONAL SMALL 
Bustness Men’s Association, 17TH ANNUAL MEMBERSHIP MEETING, APRIL 
5, 1954 

GOVERNMENT IN BUSINESS 
1. The Government of the United States shall not engage in any business, 
professional, commercial, financial, or industrial enterprise except as specified 
in the Constitution, and that such projects in which the Government is presently 
engaged be liquidated or sold 
2. That Congress appropriate no more money for building Federal work in- 


tended solely for the generation of power, and no more money for multiple-purpose 
projects unless Congress requires that power output be leased to private industry 
or to cities, States, or State-managed regional authorities. 

3. Recognizing that Government ownership of land is one of the first steps to 
socialism, we recommend that title III, public lands, acquired under the Bankhead- 
Jones Act (not a part of a public park or forestry reserve) be offered for sale for 
private use, in order to 

(a) Return of sale values to the Public Treasury; 

(b) eliminate expense of administration of these lands; 

(c) return land to the tax rolls of the political subdivisions where they are 
located. 


The CHarrMan. Yes. Will you give it to them after the hearings? 

Mr. Brownson. Yes, thank you Mr. Chairman. 

The CuHarrMan. Mr. Stringfellow. 

Mr. Stringfellow, | have been urged by various members of the 
committee to make a statement. The only statement I care to make 
myself is one of apology for the inconvenience I have caused you or 
which the committee has caused you. 

You may proceed, Mr. Stringfellow. 


STATEMENT OF GEORGE E. STRINGFELLOW, PRESIDENT, NEW 
JERSEY TAXPAYERS ASSOCIATION 


Mr. SrrinereLLow. My name is George E. Stringfellow, of West 
Orange, N. J. I appear here as president of the New Jersey Tax- 
payers Association, an organization that is partisan only to the 
taxpayers. 

Our association works at all levels of government—local, State, 
and Federal. With respect to the Federal level, its annual program, 
adopted by the statewide membership, calls for sound Federal finance, 
including: 

(a) A balanced Federal budget and improved congressional facilities 
to study the budget. 

(6) Reduction or elimination of Federal subsidies to State and 
local government, business, and agriculture. 

(c) Curbing of the trend toward Federal competition with private 
industry. 
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The bills before us this morning touch upon all three of these 
interrelated objectives. They bring into focus fundamental questions 
as to the nature and purpose of the Federal Government. 

Today the Government is engaged in multifarious business opera- 
tions ranging from coffee roasting to great transporti ation ente rprises, 
and totaling more than 100 widely diversified activities. These 
constitute a major deviation from the role envisaged by the framers 
of our Constitution. That document leaves with the States and the 
people all powers not specifically delegated to the Federal Govern- 


ment. Nowhere does it indicate governmental preemption of the 
fields of private enterprise. It casts government in the role of an 
arbiter, and not as an entre preneur. 


In this connection, we in New Jersey are concerned over the 
threatened increase in the Statutory debt limit above the present 
$275 billion. We, of course, realize that this threat derives from the 
belief held by some that the Federal income is such that later this 
year it may not give the Treasury a satisfactory working balance. 
Assuming this to be the case, our question is, What are the alternatives 
to increasing the debt limit? 

If there are such, we believe they should be utilized. 

While we realize that it is impracticable to take the Government 
out of competitive business and place this business upon a taxpaying 
basis abruptly, nevertheless, we can only conclude that one of the 
causes of the present fiscal situation is that the Government has denied 
itself the tax income that would normally result if its heterogeneous 
industrial e mpire were operate cd as privi ate ente rprise. 

Industry—the work of men—is the root of wealth. As we look 
back over the years when men have been free to devote their ingenuity 
and their efforts in the production of wealth, we see our ‘Nation 
assuming preeminence among the nations of the earth, and its people 
enjoying the highest living standard the world has ever known. 

When we ponder the extent to which the Federal Government has 
entered the fields traditions lly reserved to private initiative, we have 
grave misgivings for the future of our way of life. 

The free-e ‘nterprise system provides the life-blood of the national 
economy. It is productive; it is regenerative; it pays taxes. The 
right of individuals to answer the call of economic opportunity will 
always spur men on to great achievement, but Government owner- 
ship and operation of the instrumentalities of production are the 
essence of socialism and the genesis of dictatorship, corruption, and 
national degeneration. 

In the field of private enterprise it is the responsibility of manage- 
ment to produce products that are acceptable to the public; to keep 
the cost of production under control; to pay local, State and Federal 
taxes; to conserve capital investment and to replace and expand it 
as necessary; and to give stockholders a reasonable return upon their 
investment. These are challenges which call for the best efforts that 
men can give. Through the resulting prosperity, the Nation prospers. 

Usurping the role of industrial manager, Government reduces the 
volume of private business, while competing unfairly with its own 
citizens. It deals largely with a captive market. It is able to avoid 
many of the rigors of cost control. It consumes taxes; it produces 
none. It may call upon the taxpayers of the Nation to replace and 
expand its capital structures, and it is not responsible to pay the 
seethholidlens, who are the taxpayers, a return upon their investment. 
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Ignoring the tax and other responsibilities of private enterprise, 
the Government assumes a fallacious accounting out of which it 
contrives so-called yardsticks of cost and service charges. These it 
hurls like spears at taxpaying industry in an insatiable effort to widen 
its domain. 

We in New Jersey are appalled at the size and complexity of the 
Federal Government’s operations and their rapid growth in recent 
years in competition with taxpaying business. ‘True, there may be 
certain specialized businesses that the Federal Government must 
carry on for itself; but the vast scope of the Federal Government’s 
industrial empire and its far-flung bureaucracy spell socialism 
socialism which crept at first, but which now assumes a cyclonic 
velocity, sweeping before it the basic values of a worthy national 
heritage. 

In recent vears, under the abnormal pressures of a great depression 
and a second World War, Government has explored many methods 
of promoting the ceneral welfare. Some of the results of these 
explorations have been good; others bad. Now it is appropriate 
that these methods be reviewed; the good retained and the bad 
discarded. 

Your committee now has before it three bills that have been in- 
troduced in the House of Representatives. I am pleased to note that 
one of these is by Representative Frank C. Osmers, Jr., of New 
Jersey, and has a counterpart in a bill introduced by Senator Robert C. 
Hendrickson, also of our State. 

Here it should be noted that various phases of the general subject 
are also under study by the Second Hoover Commission. 

I do not propose to set forth a detailed critique of the relative 
merits of these bills, nor of any specific proposals to the same end. 
I am here to express our association’s conviction respecting the general 
purpose of all of the efforts in this category. 

We want the Federal Government to reembrace the philosophy 
which has made our country great. 

We want the trend toward socialistic control of business reversed. 

We want the Federal Government to get out of competition with 
private enterprise. 

These are the purposes of the bills which you have before you. 
We applaud the efforts you are making, which are documented i 
the official publications of your committee and its cabcdiamitien, 
to find the most logic a the simplest and the best way of ace omplishing 
these purposes. We realize that many Members of the Congress, in 
both the House of cisasasatines and the Senate, are pledged to 
these same ends. 

I appear before you this morning to present these views held by the 
organized taxpayers of New Jersey. We have faith that you of the 
Congress will prove equal to the challenge at hand. 

Thank you, sir. 

Mr. Osmers (presiding). Thank you very much for your statement, 
Mr. Stringfellow. 

Are there any questions from any of the members of the committee? 

Mr. Brownson. Mr. Chairman. 

Mr. Osmers. Mr. Brownson. 

Mr. Brownson. I wouls d like to compliment Mr. Stringfellow on the 
thoughtfulness and moderkte tone of his statement and to say that his 
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reputation, both in industry and in fraternal affairs has traveled even 
as far as the great State of Indiana. 

Mr. SrrinGre.Ltow. Thank you, sir. 

Mr. Brownson. It is a pleasure to have you here 

| wondered about one thing: Do you get frequent complaints in 
your taxpayers’ group from members of industry who protest specific 
examples of Government encroachment in the field of private business? 

Mr. SrriNGFELLOW. We do, sir. 

Mr. Brownson. Do you happen to recall offhand the nature of a 
few of those complaints? 

Mr. StrRinGFELLOW. No, but I would be glad to send you a list in 
the nex t day or so. 

Mr. Brownson. I would appreciate it if you would. 

In addition to the wholesome philosophy of your veneral statement, 
I think it would be helpf il if we had some specific idea of the type of 
encroachment, or a few examples of such Government encroachment, 
which your people in New Jersey have found burdensome. 

Mr. StRINGFELLOW. Our problem is general, not specific, because 
we represent all segments of our pe ople, political, economic, and reli- 
mious segments We just represent the Laxpayers &S & whole and not 
any individual group of taxpayers. 

There are 21 counties in the State. We have a county association, 
and then we have subdivisions of that. We have probably 60 or 70 
associations. 

Mr. Karsten. How many members are in your organization, sir? 

Mr. SrRINGFELLOW. That would be an estimate. 

The reason I say that—I would have to go down to the smaller 
communities 

I would Say probably 12.000 

Mr. Karsten. Do you hold regular meetings? 

Mr. SrrinGreLLow. Oh, yes. 

Mr. Karsten. Or just how do you keep in touch with them? 

Mr. Srrincrettow. We hold annual meetings and we hold other 
meetings. 

Mr. Karsten. And did you hold a meeting on the endorsement of 
these three bills specifically? 

Mr. SrrincreLiow. Yes, sil 

Mr. Karsten. And did your association vote on that? 

Mr. SvtriINGFELLOW. This is a part of the association’s program. 
This is taken out of a platform. We have a platform, and everything 
I have said here today coincides with the platform of the association 
which is adopted annually. 

I turned that over to our general counsel to see that I did not go 
afield in sofar as that is concerned. 

Mr. Karsten. But your association has never actually discussed 
any of the three bills, has it, as such? 

Mr. StrRINGFELLOW. Not as such. 

Mr. Karsten. Which one would you prefer? 

Mr. Srrincrettow. Well, I don’t wish to express a preference. 

Mr. Karsten. Do you think they are all good? 

Mr. Srrincre.tow. Well, I think parts of all of them are good. 

Now, don’t ask me to give you the particular part. 

Mr. Karsten. We are trying to write legislation, and that is what 
we are really going to have to have if we are going to write legislation. 
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Mr. Osmers. Mr. Stringfellow—are you through? 

Mr. Karsten. No; 1 am not—I wonder if he could just elaborate on 
what he thinks should be done. 

Mr. Osmers. I think vou will agree, Mr. Karsten, what I am about 
to ask will bear directly on the subject. 

The committee has under consideration, Mr. Stringfellow, the 
proposition of whether we should provide in the executive department 
of the Government, by congressional action, a place where business- 
men may take their complaints about competition, where labor unions 
can take their cases when they feel the members of their unions are 
being replaced by Government workers in Government activities, and 
I would like to find out from you—1 of the 3 bills which you have 
seen, and 2 out of the 4 that are before the committee, provide for a 
place for business to bring its complaints—-whether you feel Congress 
should establish such a place within the executive department. 

Mr. SrrinGreLtow. I not only think it should—not only do I 
think it would be helpful to business and the taxpayer, because every- 
one is a taxpayer—l think it is vital. 

Mr. Osmers. Thank you. 

The CHatrMAN. That means the creation of another agency, another 
board, or another department, doesn’t it? 

Mr. SrRINGFELLOW. It could. 

The CHarrMan. What? 

Mr. STRINGFELLOW. It could. 

The CHarrMan. It would, wouldn’t it? 

There isn’t any question about it. It would, wouldn’t it? 

Mr. SrTRINGFELLOW. Yes. 

Mr. Karsten. Would you be in favor of increasing the executive 
branch? 

Mr. SrrinGFELLow. I beg your pardon, 

Mr. Karsten. I said: Would you be in favor of increasing the 
executive branch? 

Before answering that question, | want to point out to you we have 
a Small Business Committee of the Congress whose sole function and 
duty is to hear complaints of the type you are making to us, and [| 
wonder if you want to duplicate the work of that committee downtown 
in some executive agency in setting up a board. 

Mr. StRINGFELLOW. I want noduplication. If that would duplicate 
t, | wouldn’t want it. 

Mr. Cuuporr. Would the gentleman vield? 

Mr. Karsten. Yes. 

Mr. Cuuporr. I think the answer to that is to enlarge the scope of 
that committee to cover all that, because it is limited to small business, 
and that would take care of that necessity of an additional board or 
commission. 

Mr. Osmers. I don’t have before me, Mr. Karsten, Mr. Chudoff, 
the rules of the House establishing the Small Business Committee. 
I feel quite sure, because of the fact the Harden subcommittee has 
gone on for 2 years on this subject, and the Bonner committee before 
then, that it is not at present a primary function of the Small Business 
Committee—I assume it is not—to deal with the activities of the 
Federal Government. 

Mr. Karsten. I have— 
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Mr. Osmers. In the first place, I want to point this out: We are 
not discussing small business here, or large business. We are just 
talking about competition with free enterprise and free labor. 

Mr. Karsten. I think actually you will find your competition 
affects small business much more so than it does large business. 

I might say during the 20 years or so I have been around here I 
have handed complaints at the Small Business Committee, and they 
actually do handle these types of cases on an individual basis. Many 
of them have been resolved satisfactorily for businessmen in my area. 
They speak very highly of this Committee on Small Business. 

There is one further question I would like to ask: On page 3 you say: 

We want the Federal Government to reembrace the philosophy which has made 
our country great. 

What philosophy is that, sir? 

Mr. Srrincrettow. My feeling is that the people are governed 
best who are governed least. I don’t think the Government should 
do anything for the people that the people can do for themselves. 

Mr. Karsten. Do you feel this administration has embraced that 
philosophy or not? 

Mr. StriNGFELLOW. I am not prepared to comment on that. 

Mr. Karsten. You have had an observation of about a year 
and a half here to study the thing or watch it in the papers. Has it 
never occurred to you at all? 

Mr. Srrincrettow. Well, it could have done more. Everyone 
could. 

Mr. Karsten. Do you think they have reembraced this philosophy 
you are talking about? 

Mr. StrRiNGFELLOW. In a measure, yes. 

Mr. Karsten. If they have reembraced it, what is the purpose 
of this legislation? 

Mr. SrrinGFeLLow. Perhaps not fully. 

Mr. Karsten. Where have they failed to reembrace it? 

Mr. SrrincretLtow. Well, that would require some careful study. 
If you will give me your questions I will write them down and 
answer them for you. 

Mr. Karsten. I would like to know that. 

Then you say in the next sentence: 

We want the trend toward socialistic control of business reversed. 

Mr. SrrinGFELLOw. That is right. 

Mr. Karsten. Just what direction is it going in and what do you 
want to reverse? 

Mr. StRINGFELLOW. Well, I said a few moments ago the Govern- 
ment was in hundreds of businesses. I would like it to get out of 
many of those businesses, and I assume you gentlemen, here in your 
wisdom, after you have had your hearings, and you have given this 
problem the study it requires, will determine what business they 
should get out of and act accordingly. 

Mr. Karsten. We would be very grateful for some suggestions 
from the witnesses we are hearing rather that these wild, general 
statements. 

I think this is a very fine statement, but actually it isn’t very 
constructive, I must say. 

Mr. S?vRINGFELLOW. Let me say this to you: If I was here repre- 
senting an industry or a specific business, I would come with a bill 
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of particulars. I come here today representing an association of tax- 
payers, representing all segments of our human society. If I come here 
and start to represent one segment, then I will get in dutch with the 
other segment. I come here to make a general statement of the asso- 
ciation policy and philosophy. 

Mr. Karsten. But you made the statement at the outset of 
hundred widely spread activities of the Government. 

Mr. SrTriNGFELLOW. Is that not a fact? 

Mr. Karsten. I don’t know. We are trying to explore this thing. 

Mr. StrinGFELLOw. I would be glad to give you the list of that 
hundred. 

Mr. Karsten. Then you do have specific information? 

Mr. StRiNGFELLOW. Yes. I didn’t bring it with me. 

Mr. Karsten. We would be happy to have that, very happy to 
have it. 

Mr. Osmers. Are there any further questions? 

Mr. Karsren. One further question: I would like to ask Mr, String- 
fellow if he is in business himself or just what is his means of livelihood? 

Mr. SrriNGFELLOow. | am in business. 

Mr. Karsren. Could you tell us what type of business? 

Mr. SrrinGFeLttow. | am senior vice president of the Thomas 
Edison Inc., West Orange. 

Mr. Karsten. Is that considered a small business or a big business? 

Mr. SrriInGFELLOW. Well, our sales are about 50 million a year. 

Mr. Karsren. Would you classify that as small business or big 
business? 

Mr. Srrincreiitow. | would prefer to leave that to you, sir. 

Mr. Karsten. No; I am asking you for your opinion. 

We are trying to write legislation. If you don’t want to cooper- 
ate 

The CHarrnman. Why press it? It depends on where you live. It 
would be big business in my community. In yours I assume it is just 
a drop in the bucket. 

Mr. Karsten. I am just asking the witness to tell me whether he 
classifies that as big business or small business. 

The CuatrMan. Ask General Motors, or some of them, how it 
compares. 

Mr. SrrinGrELLow. I would assume Dun & Bradstreet might 
classify us as a medium business. 

Mr. Karsten. Medium business. 

Are you being severely affected by any Government competition 
with respect to your activities in this business, yourself, that you know 
of? 

Mr. StrRinGFELLOW. I didn’t come here today, sir, as representa- 
tive — 

Mr. Karsten. I am asking you. You are here. I am asking you. 
Will you answer my questions or not? 

Mr. SrrinGFe_tow. I came here as a representative of the tax- 
payers’ association. 

Mr. Karsren. I am asking you as a witness who takes the time to 
come before this committee, Mr. Stringfellow 

I am trying to find out whether your $50-million company is suffer- 
ing by reason of Government competition. Can you tell me that, sir? 

Mr. SrrinGrettow. Not directly that I know of. 
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Mr. Karsten. Are you or are you not suffering? 

That is the question I want answered, 

The CuatrmMan. Let me ask: What do you mean by suffering? 

Mr. Karsren. From Government competition. 

The CuarrmMan. Dividends, curtailment of mortgages, or what? 

Mr. Karsten. That is coming later. 

Is there any Government business competing with you? 

Mr. SrrinGreittow. Not directly. 

The CuarRMan. Let me ask 

Mr. Karsten. Indirectly 

The CHarrmMan. What do you make? 

Mr. Cuuporr. What do you sell? 

That is what I would like to find out 

Mr. StTRINGFELLOW. Now, this might be giving some commercials. 

Mr. Karsten. That might be helpful. 

Mr. SrrincreLttow. We make dictating instruments, known as 
the Ediphone Voice Writer. We make alkaline storage batteries. 
We make juvenile furniture 

The CHarrMan. Don’t you buy parts for all of those things from 
other businesses? 

Mr. SrrinGFeELLow. Sure 

Mr. Cuuporr. You sell some of that to the Government, too, 
don’t you? 

Mr. SrrinGrettow. Yes. We make airplane instruments. 

Mr. Karsten. You sell some of those to the Government, don’t 
you? 

Mr. StrRinGFELLOw. Yes 

The CHarrman. And the Government makes some, too. So, they 
are in competition there 

We can continue this thing for a week or two, if you want to. 

Mr. Karsten. I am trying to find out if the Government does make 
these voice writers, storage batteries, airplane instruments, and baby 
furniture, or whatever his company does manufacture. 

Is the Government competing with you on those? 

Mr. StrinGreLttow. They are not. 

Mr. Karsten. They are not? 

Mr. SvrRiNGFELLOW. I said earlier we have no direct competition. 

The CuarrmMan. You don’t know of any small business that is in 
competition with you that pays no taxes, do you? 

Mr. StriINGFELLOW. No. 

Mr. Cuvporr. Then you have no complaint as far as the present 
system is concerned? 

’ Mr. Srrineretitow. I told you I came here as a representative of 
the Taxpayers’ Association, and my statement is predicated upon the 
platform of the Taxpayers, Association. 

The Cuatrman. Do you know of any way by which the Govern- 
ment can continue in business if the taxpayers, individually, that is, 
those who pay on personal income or who pay in any way, are put out 
of business? 

Mr. SvriInGFELLOw. No. 

Mr. Osmers. Are there any other questions? 

The CuarrMan. I gather, then, you want us to commit national 
suicide, Mr. Karsten 

Mr. Karsren. I have no further questions, Mr. Chairman, at this 
time 





r 
t 


GOVERNMENT IN BUSINESS 103 


Mr. Winuiams. Mr. Chairman. 

Mr. Osmers. Mr. Williams. 

Mr. Wivuiams. Just an observation: I] want to commend Mr. 
Stringfellow on what I consider a very thoughtful statement. 

I want to particularly point out it appears to me there is a restraint 
in this statement that hasn’t been in the statements of all of the 
witnesses. We have had many witnesses, all very enthusiastically 
applauding our efforts to get Government out of business, and it 
seems to me—I got the impression—that too many of them think it 
can be done overnight, and with one sweep of the broom we will have 
the Government liquidating business enterprises that it might be in. 
I notice in Mr. Stringfellow’s statement an understanding that that is 
impractical and won't happen, and I want to commend that restraint 
and understanding of the practical problems we do face. 

Mr. SrrinGrettow. Thank vou, sir. 

Mr. Osmers. Are there any other questions? 

If not, thank vou, Mr. Stringfellow. 

Mr. StRINGFELLOW. | am sorry I was late. My plane was tied up 

Mr. Osmers. That is all right, sir. 

Mr. Opoliner. 

Mr. Opoliner, before you start to testify, several members of the 
committee have expressed an interest in knowing how long your 
statement will take. 

Mr. Opotiner. 1 could probably do it all in 10 minutes. Rather 
than read this, I] would prefer to speak extemporaneously, and 1 
think I could cover it in 10 minutes. It depends on what questions 
vou gentlemen have. 

The SHarrMAN. Do you want your statement, as handed in, 
printed in the record? 

Mr. Opo.iner. Yes, sir. 

The CuarrMan. Or vour oral statement? 

Mr. Opouiner. I don’t know 

The Cuarrman. Or both? 

Mr. Opotiner. I don’t know the procedure on that, sir; but what 
| have to say orally would modify—I shouldn’t say modify, but 
might clarify some of the printed matter. 

Mr. Osmers. If there is no objection from the committee, will you 
start your statement, Mr. Opoliner? 

Mr. Opourner. Yes, sir. 


Mr. Osmers. First, identify yourself and the interest you represent. 


STATEMENT OF ALBERT G. OPOLINER, REPRESENTING THE 
TILLMAN-LENNETT DISTRIBUTING SYSTEM, INC. 


Mr. Opo.iner. Yes, sir. 

My name is Albert Opoliner. I am employed by the Tillman- 
Lennett Distributing System. That company is in the business of 
distributing advertising matter, house to house, and there are com- 
panies in that field throughout the country. 

What we do specific ally is this: A loca] merchant, wishing to adver- 
tise a promotion or a sale of some type, prints circulars. te engages & 
company like us to distribute those circulars to the consumers in the 
immediate vicinity of his store. 

It is an industry of small businesses. 
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I doubt that there is any company in the field doing more than a 
half million dollars a year volume. 

In New York, where we operate, I would say New York represents 
about one-twentieth of the whole industry. 

We have been directly hurt by Government competition. 

A little less than a year ago the Postmaster General issued a regula- 
tion permitting the post office to just about go into our business. 

Mr. Karsten. What Postmaster General was that? 

Mr. Opouiner. Mr. Summerfield. 

This regulation permits the post office to take circulars, without a 
specific address, and blanket a specific area designated by the 
advertiser 

Mr. Hourzman. Excuse me 

Mr. Opouiner. Yes, sir 

Mr. Houirzman. Would that apply to an apartment house, too? 

Mr. Opoutner. Yes, sir. The way it works in an apartment 
house: We go up to the top floor, go in, and proceed on down, putting 
one circular under each door. 

We are not permitted to use the mailboxes. 

Mr. Postman walks into the house and just sticks one circular 
into each mailbox. 

Mr. Karsten. Let me ask you this: You don’t have any address 
on this thing at all? 

Mr. Opouiner. I would like to show it to you, sir. 

Mr. Karsten. That has been just the last year or so? 

Mr. Opourner. Yes, sir. That regulation came out in August, 
and it took us a few months before we found out how it was affecting 
us. We have lost close to 50 percent of our business to the post office. 

I have here a batch of circulars which show the type of address 
that is required by the post office, namely, no address. They just 
print on it Patron, Letter Carrier Route, and designate the area, and 
the post office distributes it 

Mr. Connon. That is this same Postmaster General who has been 
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asking for an increase in third-class mail? 
Mr. Opotrner. Yes, sir; may I continue for about 2 or 3 points and 
then answer your questions? 

Every one of the circulars which you gentlemen are receiving now 
is from an advertiser who, up until recent times, used a house-to-house 
distributing company. 

I see Mr. Osmers is holding one from his neighborhood. 

Mr. Osmers. That is right 

Mr. Opotrner. That one was distributed by Federal Distributing 
Co., who is joining with us in an attempt to save our industry. 

Mr. Cuuporr. Mr. Chairman, I can refer to the Park Distributing 
Co.. 400 block. Spring Garden Street. 

Mr. Orpoutrner. Mr. Seidman is cooperating with us, and you will 
find his name on the title page of that letter you have. 

Mr. Cuuvorr. He is the one who has been complaining to me. 

Mr. Opotiner. Yes. He has lost a substantial volume of business. 

All over the country distributors bave lost substantial volumes. 

We have taken this matter up with the post office, and we have 
asked them, ‘‘What do you fellows want from our lives? Why are 
you taking our business? 

They have a stock reply. ‘‘We’re doing this to save money. We’re 
saving the taxpayers money.” 
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Mr. Karsten. This practically confiscated your business. 

You have a list, I suppose, of all these people. 

Mr. Opouiner. No; no list. 

Mr. Karsten. How do you do that? 

Mr. Opouiner. We do not use the mails. 

Mr. Karsten. You do it by mail? 

Mr. Opouiner. Mr. Karsten, what is your home town? 

Mr. Karsten. St. Louis. 

Mr. Opouiner. There are distributors in St. Louis. If a merchant 
in one corner of St. Louis wants to cover the area where his store is, 
he designates the area; he turns the circulars over to the distributor; 
the distributor’s men go through that area, putting the circulars under 
each door. 

Now, it is no longer necessary. Mr. Advertiser just takes the 
circulars to the post office, printing that so-called patron address on 
it, and the post office then tells each carrier, letter carrier, ‘ Here is a 
batch of circulars; put one in each letter box on your route.” 

Mr. Karsten. Then the Government practically confiscates your 
business? 

Mr. Opo.trner. Definitely, sir. 

Mr. Karsten. Under General Summerfield’s order? 

Mr. Opo.iiner. The answer to that is yes. 

The post office excuse or explanation for it was that they are sav- 
ing money. 

You may recall in past years you probably in your homes received 
mail addressed Occupant, Apartment So-and-so, such-and-such ad- 
dress. In order to handle that mail, the mail got the same treatment 
as any other mail. It had to be sorted, and so on, 

Somebody got the idea—had a very good idea: ““Why should we 
waste time sorting this mail? We can take a whole batch and tell 
the letter man to put one in each mail box, without bothering to 
sort’ it.” 

Mr. Karsten. Is that part of the new dynamic program? 

Mr. Opouiner. Yes, sir. 

Mr. Karsten. Is that what you are telling me? 

Mr. Opo.iner. Yes. 

Mr. Karsten. It is part of the new, dynamic program? 

Mr. Opouiner. Yes. 

But the post office didn’t reckon with the human element. The 
people who were using direct mail are still using direct mail. So, 
there has been no elimination of the sorting. It has eliminated very 
little of the sorting. 

Now, to us this is tremendous, The post office says, “It is only 
small to us. It’s about 7 percent of our previous third-class volume.” 

Seven percent of the post-office third-class volume is 70 percent of 
the distributing industry’s volume, and that is where they got the 
volume, from us. 

Mr. Karsten. These carriers are seeking an increase in salary. 
This is probably one of the reasons they are seeking this increase. 

Mr. Opourner. That is true, sir. 

Mr. Karsten. Caused by Summerfield’s order, actually? 

Mr. Opouiner. Yes, sir. 

Mr. Brownson. Mr. Chairman. 

Mr. Osmers. Mr. Brownson. 
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Mr. Brownson. The carriers have sought an increase in salary 
nearly every year for the last 6 years. I doubt if this new class of 
mail had as much to do with their request this year as the high cost 
of living and low salaries. 

Mr. Cuuporr. Mr. Brownson, I just want to say to you I think 
they are now motorizing the mailman. The load is so heavy they 
can’t carry it on their backs. Each mailman is going to have a little 
truck now, and those trucks cost money, and they have to buy 
gasoline to operate them. 

Mr. Orotiner. Mr. Chairman, I have some comments which might 
answer some of these questions, if I may continue 

Mr. Osmers. I think you will probably regret you didn’t read 
your statement, Mr. Opoliner 

Mr. Opouiner. Yes, su 

Mr. Osmers. You probably regret it already 

Mr. Opotiner. Yes, sir 

May I continue for about 2 minutes more? 

Mr. Osmers. I think it might be helpful to you if we permitted 
you to finish, 

Mr. Opouiner. Yes, sit 

We have attempted to find out whether the post office has saved 
money, and has done this profitably 

We wrote to the post office for figures. Their story is that ‘We 
are still saddled with the antiquated accounting system we were left 
with. We are trying to revise it. At present it takes us a long time 
to get higures, We will not have an \ figures for you for a couple of 
weeks. 

That has been roing on months. 

As recently as last week I called the Assistant Comptroller to get 
the figures. He couldn’t supply them. 

| had to go do a little research of my own. f went around to various 
spots in the metropolitan area of New York City, Nassau County, and 
| spoke to the superintendents of the mail t oe re. They told me this 
was happening: Formerly a letter carrier never made or very seldom 
made 100 percent of his stops. He never had a piece of mail for every 
person on his route. Now, 2 and 3 days a week, especially on Tues- 
days and Wednesdays, when the food stores send out their circulars, 
he makes 100 percent of his stops. Consequently, there is overtime 
pay, and there has been revision of routes to put on more mailmen to 
cover this. 

This is saving the taxpayers money. 

I asked the various superintendents of mail: “To your knowledge, 
have any people who formerly, before this regulation, gave you ad- 
dressed mail—have any of them given you the siraplified address? 

This is called simplified address mail. I prefer to call it what most 
newspapers do—junk mail. 

‘Have any of them given you this junk mail, addressed so you 
don’t have to sort it?” 

‘No; all this junk mail we are getting is from new customers,’’ new 
customers to the post office; formerly the customers of my company 
and companies like us. 

In some of the small towns throughout the country, where there are 
no distributing companies, the local newspapers found they have lost 
volume. They have lost advertising volume, I should say, and an 
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advertiser, instead of placing his ad in the local newspaper, now prints 
a circular and has the postoffice distribute it. 

To me, that is direct competition with private enterprise. 

The postmaster says— 

Mr. Karsren. Competition. 

It. is confiscation. 

Isn’t that what you said at the outset? 

Mr. Opouiner. Well, I don’t want to quibble over a word. 

Mr. Cuuporr. Let me ask you one question which I think would 
be interesting to the committee, 

Mr. Orouiner. Yes, sir. 

Mr. Cuuporr. What does the post office charge to deliver these? 

Mr. Opourner. The post office charges a flat rate up to a certain 
SIzZe, up to about an 1S-page tab, 20-page tabloid. You can put it in 
at $15 a thousand, a penny and a half apiece. 

Mr. Cuvuporr. What do you charge? 

Mr. Optiner. Our rates vary with the size of the territory and the 
type of territory. If it is in a scattered territory, the rates are higher 
For heavier pieces we charge more, because we need more vehicles to 
keep supplying the men. 

For example, in Levittown, the minimum rate we would charge in 
Levittown—that is Levittown, N. Y., not Levittown, Pa.—is $24 a 
thousand. 

In the last few months we haven’t distributed a single piece in 
Levittown. 

Mr. Brownson. Who uses these circulars? Is it mostly big busi- 
ness or small business? 

Mr. Opouiner. Both. 

Mr. Brownson. Both? 

Mr. Opotiner. Yes. Retailers, smal) retailers, retailers in general, 

In New York the larger retail stores stick to the newspapers. 

In some towns throughout the country even the large stores use it. 

The bulk of our business has been from small and medium food 
chains, and some larger ones. I mean Safeway is not exactly a small 
chain. They use circulars. 

Grand Union is not a small chain. 

On the other hand, Big Ben is a small chain. They bave used 
circulars. 

An independent—a man with one store—he can’t afford to use a 
newspaper ad. He can’t afford to pay for 2 million circulation when 
he needs 5,000. 

Mr. Brownson. Then this post office order, which I am not entirely 
in accord with, by any means, is saving that man running a small 
business a penny on every circular, isn’t 1t? 

Mr. Opouiner. Yes, sir. Directly, yes. But it also costs the tax- 
payer money. 

Mr. Karsren. Is that a subsidy, that penny, you are talking about? 

Mr. Opouiner. I don’t quite follow you, sir. 

Mr. Karsten. Would you call that penny this mailer is going to 
save a subsidy? 

Mr. Opouiner. Yes. 

Mr. Karsten. Would that be classified as a subsidy? 

Mr. Orouiner. Definitely. 
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Mr. Karsren. The businessman is getting that subsidy from the 
Government? 

Mr. Opouiner. Oh, yes. It costs the Post Office an average—I was 
able to get this from the Post Office—it costs them an average of 2 
cents apiece. It costs the Government an average of 2 cents apiece, 
or $20 a thousand to distribute the circulars. That is average, in 
good territory and bad. In bad territory, I am certain the cost to the 
Government is higher; but the Post Office doesn’t break it down that 
way. 

They have given us a 2-cent figure. They say that is what it is. 
They don’t tell us it might cost 2% cents in Levittown and only a 
penny in the Bronx, where distribution is much easier. 

Mr. Osmers. Just to narrow this down, first, I think the committee 
and myself would prefer you didn’t use that term “junk mail,’ 
because some of us deliver some great State papers with the simplified 
address system. 

Mr. Opouirner. I will apologize to you, sir. 

Mr. Osmers. I would like to ask you this question, because I want 
to get this in the record here, somewhere. 

Mr. Opouiner. Yes, sir. 

Mr. Osmers. Has the Post Office Department been able—I think 
you said they weren’t able—to furnish you with any figures as to what 
has happened to the revenue and costs since the institution of the 
simplified mail? 

Mr. Oporiner. As of last Friday, when I called the Assistant 
Comptroller of the Post Office Department, no. He promised figures 
in 2 weeks. The last time I spoke to him about 2 months ago he said 
he would have them in a month. 

Mr. Connon. Mr. Chairman, I[ just want to raise this point of 
inquiry: | am quite in accord with what this gentleman has said, 
and I think it is a serious problem, certainly for people in that type of 
business. I asked the question once before if we were going to have 
these Government agencies over when we have specific instances, and 
at that time the statement was made we probably would not. I dis- 
approve of that Post Office order. I have talked with a number of 
postal employees. They feel it is a bad order, too. 

Does this committee have jurisdiction to go into that, or is that 
properly in the Post Office and Civil Service Committee, and can we 
get the Postmaster General over here and make him justify this 
7 percent increase in third-class mail, which we are losing money on 
already? 

Mr. Osmers. I don’t know the answer to it, but I don’t see any 
reason why the Postmaster General wouldn’t come over here and 
testify if we asked him to do so. 

Mr. Convon. I would like very much to have this new regulation 
explained and justified, because nobody has ever been able to do it 
to me yet. 

Mr. Osmers. I think there is another side to this question, and 
Mr. Opoliner has touched upon it, too, and that is the business they 
are now getting in the post office, or in his situation, is additional 
revenue. That is, the people who used addressed mail are still using 
addressed mail, if | gather what you said correctly. 

Mr. Opouiner. Yes, although the Post Office’s purpose was to 
eliminate that addressed mail. 
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Mr. Osmers. I understand that. 

So, the revenue that is received for the circulars that we have in 
hand here is additional revenue, too. 

Mr. Convon. And it is gained at an additional expense, isn’t it 
Mr. Chairman? 

Mr. Osmers. There is additional revenue. 

Now, I don’t know the situation in your city. I do know it in my 
own, because I do a great deal of business with the Post Office. I know 
they handle a great deal of this type of mail in my home city post office 
and that they have not put on any additional post office employees as 
a result of this change or order. 

Now, what that means at the end of the year, I wouldn’t be in a posi- 
tion to say, except they must have many thousands of dollars of 
revenue. 

Mr. Orouiner. Mr. Osmers 

Mr. Cuuporr. Mr. Chairman, let’s get the other side. 

Mr. Osmers. Yes. 

Mr. Cuvuporr. How many men were employed in your industry 
before this? 

Mr. Opouiner. We are a seasonal industry, and even within a 
week we are seasonal. On peak days we have 200 men on the streets. 

Mr. Cuuporr. And how many would you have after this order 
came out? 

Mr. Opouiner. On peak days—we still had a peak period which 
was much shorter, and the maximum we ran was a hundred men. 

Mr. Cuvuporr. So, in other words, a hundred men have been put 
out of work? 

Mr. Opourner. In our industry, it is a floating supply of labor. If 
we need more men, we call the union. 

It is hard to say a hundred men have been put out of work. We 
prefer to talk in terms of total man-days. 

Mr. Cuvuporr. Can you give us any figures on that basis? 

Mr. Oroniner. Only to tell you the New York companies have 
reported they are running about half the number of man-days that 
they did prior to this, and that nationwide we represent about one- 
twentieth of the industry. 

Many cities, such as St. Louis and Chicago, have much bigger 
volume of house-to-house distributing than we have in New York, 

Mr. Osmers. Are there any further questions, gentlemen? 

There is a quorum call starting in the House. 

Mr. Karsten. I have one more question. 

Mr. Osmers. There is a quorum call starting in the House, and | 
think, in view of that, it might be better if we have Mr. Opoliner 
come back at 2 o’clock. 

Mr. Karsten. I don’t know whether I would be able to be here at 
2 o’clock. 

Mr. Osmers. Why don’t vou ask your question now, then? 

Mr. Karsten. I wondered if you had taken this up with General 
Summerfield and filed a protest with him. 

Mr. Orotiner. We have. We have filed protests, and we have 
had replies written and signed by Mr. Abrams, although generally 
they have been written by Mr. Riley, whe is the head of the classifica- 
tion department, and he gives us that same justification, and we have 
had conferences with him, and we get the same justification: “‘We are 


, 
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trying to save money by eliminating sorting.”” “Are you eliminating 
sorting?” “T don’t know.” 

Mr. Karsten. As a Member of Congress, I have had complaints, 
and I have referred this same type of complaint to the Postmaster 
General, with the same result, the same type of result you obtained 
there 

| wonder if this bill, from Congress, would require the Postmaster 
General to change this rule and go back to the old system. 

Mr. Opouiner. Let’s say it might give him the urge to stay friendly 
to Congress. 

Mr. Karsten. It would surprise you to know that I have never 
received an answer from the Postmaster General. It is Mr. Abrams. 
I have never received a letter from Mr. Summerfield that I recall. 

Mr. Opoutiner. Mr. Abrams signs the letters written by various 
people under him (s a matter of fact, he doesn’t even sign them 
Every letter signed by Mr. Abrams is signed in a different handwriting 

Mr. Osmers. We will recess until 2 o’clock 


Mr. Orpo.iner. Do vou want me to return at 2 o'clock? 

\fr. Osmers. I believe so. if it is convenient 

Mir. Opoumner. Thank vou. si 

Whereupon, at 12:20 Dp m the hearing was recessed until 2 


p. m., of the same day 


AFTERNOON SESSION 
The hearing reconvened at 2:05 p. m., Hon. Clare E. Hoffman 
presiding 
The (‘HAIRMAN The committee w il] he in order 
There will be a rolleall in the House. We will all have to go, but 
you may proceed 


FURTHER STATEMENT OF ALBERT G. OPOLINER, REPRESENTING 
THE TILLMAN-LENNETT DISTRIBUTING SYSTEM, INC. 


Mr. Opotiner. May I make some remarks about what Mr. Osmers 
said this morning? 

Mr. Osmers mentioned that in his particular post office there has 
been, to his knowledge, no overtime or additional carriers required to 
handle that mail 

Mr. Osmers. Just to correct you 

Mr. Opotiner. Yes, sir 

Mr. Osmers. I am not certain at all about overtime 

Mr. Orpoitrner. I said ‘to your knowledge,’ the best of your 
knowledge, though 

Mr. Osmers. I would have assumed there would have been some 
overtime 

Mr. Ovpotiner. I won't quibble over a few dollars one way or 
another 

Mr. Osmers. But no additional personnel. 

Mr. Opouiner. Well, say additional labor expense. 

It may be in many cases no additional labor is required. In many 
other cases additional labor is required, but the fact that the post 
office may be able to absorb this additional business, to my mind, 
does not justify their doing it. 
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By the same token, a man who sells stamps at the window could 
also absorb the handling of cigarettes and candy, if you want to try 
to bring in more revenue to the post office. He is sitting there. Let 
him sell cigarettes. You will have no additional labor cost. 

1 don’t think the ability to absorb additional business justifies that 
absorption, that handling of additional business, when that business 
is in competition with private enterprise. 

Mr. Osmers. Mr. Chairman, | am not going to disagree with the 
statement that the gentleman has made about that, because if you 
carry a thing like that to its logical conclusion they would be in every- 
thing. 

I have three questions I want to ask you, Mr. Opoliner, and | am 
going to ask every witness from now until we stop having hearings 
these same three questions, 

First, do you feel Congress should establish some place in the 
executive department where business may state its case and an affected 
Government department may do the same? 

Mr. Oprouiner. I would say yes, with this qualification, sir: Such 
a place—I don’t know whether it should be done in the executive 
branch or somewhere in the legislative branch; but if it is done in the 
executive branch it should be subject to close scrutiny by Congress. 

Mr. Osmers. All right; the second question: Do you feel any 
department, Government department, establishing a new competitive 
activity should be made to prove its case before it enters into the 
competitive business activity? 

Mr. Opouiner. Of course. 

Mr. Osmers. The third question is: Do you feel the executive 
should be made to report annually to Congress on progress made in 
ending competitive activity? 

Mr. Opouiner. That sounds like a very good activity, sir. 

Mr. Osmers. Those are the questions. 

The CHarrMAN. How far would you go in requiring the executive 
to make a report? 

We now require him to give us a message on the state of the Union. 

Are you going to require him to report on all of the executive 
departments, what they did, what it cost, what they make and sell? 

Mr. Opouiner. No, sir. That sounds rather impractical, but 
couldn’t this agency report directly to Congress, this agency Mr. 
Osmers refers to? 

The CuatrmMan. Why couldn’t every agency of the executive 
department do so? 

Mr. Opotrner. I am not that familiar with government operations, 
sir. 

The CuairmMan. Of course, every group brings its complaints 
to individual Members of Congress and the proper committees, 
and it is the duty of the Congress to try to correct any inequities that 
may exist. What I can’t understand is how you are going to get any 
further along the road toward getting Government out of business 
by making complaints to an executive department when you can now 
make them to Members of the Congress, which can correct the whole 
procedure. 

Mr. Opouiner. I would say this, sir: We have made complaints to 
Congress; we have made complaints to the Post Office Committees of 
the Senate and the House and to the Small Business Committee. 
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The CuarrmMan. And you didn’t get very far? 

Mr. Opourner. And we didn’t get very far. 

The Cuarrman. What assurance have you that you are going to 
get any further making complaints to the executive department, which 
is carrying on the business? 

Mr. Opotrner. None, sir; but there would certainly be one central- 


ized place where these complaints can go, and perhaps in the wisdom 


of ( ‘ongeress it can be fliven some teeth, whereas these committees 
have no ter th. 

Mr. Osmers. Mr. Chairman, I would like, first, to read from 
H. R. 9890, where it deals with the report 

Sec. 6. The President shall make an annual report to the Congress concerning 
operations under this Act, together with su informatio comments, recom- 
mendations as he may deem appropriate f furthering the poliey declared in 
section 2 of this Act 

Mr. Chairman, I submit that is not an onerous requirement upon 
the Executive, and I think that this Congress should have such a report 
made to it. 

Now, | would like LO deal with one other point 

The CuarrMan. Before you proceed, | want to go a little further in 
answering that particular argument 

Mr. Osmers. Yes, sit 

The CuatrMan. Of course, that would come from the department 
which was interested, and you would get the same thing we get now. 
Every single executive department comes up with an argument, a 
statement of what they think are facts justifying their position. 

Mr. Osmers. The other point, Mr. Chairman, that you touched 
upon, and I would like to make a comment, if I m: wv, Was the question 
about the comparison which you were making between a businessman, 
such as Mr. Opoliner, coming to a committee of Congress. It might 
be the Post Office Committee. It might be the Smali Business Com- 
mittee. It might be the Committee on Government Operations. It 
might be the Harden subcommittee. The poor fellow wouldn’t know 
where to go. 

I know he has been to the Harden subcommittee, and we said, “We 
are sorry; we are dealing with scrap iron this week, or paint, or some- 
thing else, and you have just no place to go.’ 

1 would like to submit, Mr. Chairman, the committees of Congress 
are established primarily for the purpose of drafting legislation and to 
conduct certain watch-dog functions over the executive branches of 
the Government, and | do not believe any present committee of 
Congress is in a position, meeting on a 12-month basis, to sit, receive 
these complaints, to hear the departments, to weigh all the factors, 
to make the necessary investigation, if it is an executive function, and 
I feel Congress should clearly, by legislation, place it in the hands of 
the executive. 

The CuarrMan. | would agree, and that is what the objective of 
9835 was, as written. 

I have no further questions 

Mr. Osmers. No further questions. 

The CuarrMaN. All right; let’s have another witness 

We might just as well go over now for the rolleall. 

(Whereupon, at 2:14 p. m., due to a rolleall vote, a 28-minute recess 
was taken.) 
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Mr. Osmers (presiding). Gentlemen, in the absence of the chair- 
man, I feel he would not want me to delay the witnesses and, If there 
is no objection, we will proceed with hearing the witnesses. 

Have you concluded your statement, Mr. Opoliner? 

Mr. Opo.iner. I think I have, sir, unless there are some further 
questions. 

Mr. Osmers. Do you have any questions, Mr. Chudoff, you would 
like to ask? : 

Mr. Cuuporr. I have no further questions. 

Mr. Osmers. Mr. Hillelson. 

Mr. Hitietson. I have none. 

Mr. Osmers. Mr. Lipscomb. 

Mr. Lipscoms. I have no questions. Thank you, Mr. Chairman. 

Mr. Osmers. Thank you very much for your statement. 

Mr. Opouiner. Thank you for your time, sir. 

(Albert G, Opoliner’s prepared statement follows:) 


STATEMENT OF ALBERT G OPpoLINER, REPRESENTING THE TILLMAN-LENNETT 
DisTRIBUTING SystEM, INc. 


We have been engaged in the business of house-to-house distribution of cir- 
culars for the past 26 vears. In that time we have survived depression, inflation, 
and wars. Througbout the years our business has provided employment for 
several thousand unskilled men. We have also provided a medium of advertising 
to small local merchants that cannot use other media. 

Now, we’re faced with a threat that we cannot meet by ourselves. The Post 
Office Department has instituted the delivery of advertising circulars by the 
so-called simplified address system. Although the Post Office Department has 
done this to save handling costs on the bulk mail volume it already had, without 
diverting business from other media, the actual effect has been a diversion of our 
customers. 

From the post. office’s point of view, millions of advertising circulars that were 
never seen in the post office before are now going through the mails. Letter 
carriers are now burdened with these circulars, to the detriment of higher class 
mail. Thus, instead of decreasing the work of the post office, its work is increased, 
and the possibility of a deficit in third-class mail operations is heightened. 

From our point of view, we, as a taxpaying business, are faced with tax sub- 
sidized competition. To date, in only the few months since order No. 55337 was 
promulgated, over 50 percent of our business has been switched to the post office. 
A continuation of this trend will mean shutting our doors after 26 years of business. 

Every decrease in business to us means a decrease in the number of men 
employed. At present, we are able to give many of our employees, who are 
members of the A. F. of L., only 1 or 2 days work a week, and have been foreed 
to lay off meny others. Since the men employed in this industry are primarily 
older men who have no other skills, those laid off immediately make applications 
for relief, and some are just existing on their unemployment insurance until that 
runs out. 

So, now instead of the welfare agencies calling on us to employ their cases, our 
emplovees are now going to the welfare agencies for their existence. 

Distributing companies all over the country are feeling the pinch of this 
Government competition. One company in Newark has informed us that it 
has lost 40 percent of its volume to the post office. A Los Angeles company 
reported 45 percent of its volume was lost. In New York, every major distributor 
has lost between 40 and 50 percent of its volume. 

This situation has been called to the attention of the Post Office Department. 
To justify its retention of the postal order making circular distributors of the 
letter carriers, the postal authorities have made many statements that do not 
tell the whole story. 

In a letter to us, copies of which were sent by the Post Office Department to 
various Congressmen, the Assistant Postmaster General stated that the purpose 
of this postal order was to eliminate unnecessary sorting of circulars. 

Ina letter to Local 28 BB, A. F. of L., to which our employees belong, the Assist- 
ant Postmaster General stated that the action was taken for this purpose, and not 
to divert advertising from other media. 
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In a conference with the Smell Business Administration, the Post Office stated 
that advertising distributors have not been significantly harmed by the post office’s 


acti 
Actusll the post office’s purpose has not been served. The great majority 
of unaddressed circulars that have gone out through the mail are not circulars that 
formerly were addressed. Thev are circulars thet were formerly handled by 
house-to-house distributing compe.nies by hus, there hes been no significant elimi- 
nation of sorting. There has been a signifi diversion of revenue from private 
enterpris« The post office charges less than the cost to distribute, so that each 
piece distributed ¢ dds to the postal deficit, instead of saving the taxpever’s money 
In some suburban areas, v ba dlatritecthin companies formerly enjoved a large 
lume of work, and are now doing nothing, the post office is required to pay car- 
riers overtime, and edd additional carrier routes to handle this new business. One 
postmaster informed us that the number of permit holders in his post office has 
doubled since the post office went into our business 
That this is a clear-cut case of tax-subsidized competition with texpaying pri- 
ate industry is obvious We ask thet vour committee take whatever steps it 


can to bring this immoral and unjustifiable diversion of revenue from private 
enterprise to a halt 

Mr. Osmers. The next witness is James E. Jackson. 

Mr. Casrie. Pardon me, sir. That is an error. Mr. Jackson is 
taking part of my time 

I am Benjamin F. Castle of the Milk Foundation. 

The clerk was under a misunderstanding. I had Mr. Jackson 
come from Atlanta, and he will testify as soon as I have completed my 
statement 

Mr. Kellogg is my assistant. If you don’t mind his sitting here 

Mr. Osmers. Thank you 

Which gentleman is going to make the statement? 

Mr. Castie. | am going to make a statement, and then it will be 
supplemented by Mr. Jackson, of Atlanta 

Mr. Osmers. About how long is vour statement? 

Mr. Castie. Mine will be about 6 minutes. 

Mr. Osmers. I didn’t get your name. I am sorry. 

Mr. Casrie. Benjamin Franklin Castle. 

You have my statement before you, I believe, sir 

Mr. Osmers. All right 

Mr. Castie. We furnished a hundred copies. 

Mr. Osmers. Thank you, sir. 


STATEMENT OF BENJAMIN F. CASTLE, EXECUTIVE VICE 
PRESIDENT, MILK INDUSTRY FOUNDATION 


Mr. Castries. My name is Benjamin F. Castle, and I reside in 
Washington, D. C. I come here as executive vice president of the 
Milk Industry Foundation to express our approval of H. R. 8832, 
which we understand has for its purpose the cessation of Government 
competition with American private industry. 

Mr. Hoffman has well said, and I quote: 

It is obvious that, inasmuch as the Government depends upon tax dollars for 
its existence, using those dollars to lessen or destroy the business of individuals 
or private organizations which pay taxes means national suicide. 


The Milk Industry Foundation is the national trade association of 
fluid-milk processors throughout the United States. Our members 
are found in practically every town and city across the Nation from 
Maine to southern California 

The business of milk processing and delivery is highly competitive 
as is shown by the fact that the average net profit after taxes was 
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slightly under 1% cents on each dollar of sales, and the average net 
profit per quart of milk was one-third of a cent in 1952, the most 
recent year surveyed. 

That survey was made by the University of Indiana. 

Only the intense competition engendered by the free-enterprise 
system could bring about such results. 

Fortunately our industry does not have direct Government com- 
petition in the sense that many other industries have it. However, 
it was just previous to World War II that a Government department 
proposed that the Federal Government build approximately 16 milk- 
processing plants in the United States on the untenable theory that, 
in the event of war, private industry processing capacity for additional 
supplies for the Armed Forces and the civilian population would be 
inadequate. 

That proposed legislative authority to compete with our dealers 
was rejected in committee by the House of Representatives. 

This incident is cited only as an example of the fantastic extremes 
to which Government planners will go when imbued with the belief 
that the Federal Government should duplicate commercial facilities 
of private industry. 

At present our great industry which processes approximately 50 
percent of the 120 billion pounds of milk produced annually is not 
faced with direct competition, but, as explained below, a form of 
indirect competition is developing in the Armed Forces commissaries 
and post exchanges. 

My purpose, therefore, in appearing before this committee is not 
to object to the mehtods used by the Armed Forces in purchasing 
milk. Such milk is bought by competitive bids, and milk dealers 
from near and far bid on these contracts. In some areas, abuses have 
crept in as a result of this svstem, but the purpose here is to point out 
the lack of controls after the milk is received by commissaries. 

Milk is purchased by commissaries for two purposes: First, to serve 
in messhalls and, second, to sell to commissioned officers, noncom- 
missioned officers not attached to organizations, and to civilian per- 
sonnel. 

We have numerous reports of such sales being made for as much as 
12 cents per quart below the retail prices in stores and delivered to 
the home through private channels. 

Reports come to us constantly of post exchanges and commissary 
sales to both military and civilian personnel, and reaching civilians 
not entitled to these special prices. The controls seem all too loose. 
Apparently many civilians patronize the commissaries. In many 
places, milk is purchased by the case and redistributed to friends and 
neighbors, resulting in loss of sales to legitimate businessmen in the 
ares 

The milk industry is highly competitive. Prices are kept low by 
this competition for markets and much of the public realizes that our 
prices are fair. However, around our military establishments, the 
availability of this cut-price milk not only reduces the sales of private 
business, but makes it difficult for the milk dealer to explain his 
legitimate higher costs. This is especially true in those areas where the 
successful bidder can purchase milk from farmers at manufacturing 
milk prices, which are lower than prices paid for class I] milk. Such 
purchases frequently are at prices below prices set by State law for 
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civilian business, and the farmers also suffer a loss, not only on milk 
used on the military posts, but also on the quantities that leak out to 
the unathorized civilians. 

H. R. 9155 has been introduced by Mr. Gubser to correct this 
situation in States with milk-control boards. 

We have received specific examples of this situation from all parts 
of the country. Extracts of communications from our members that 
follow show the widespread nature of this problem. 

I should say we received the invitation to appear here last Thurs- 
day, and immediately sent out a special bulletin to all of our members 
asking them to telegraph or send airmail replies. So we had to do this 
very fast; but you will perceive, when you look this over, of what a 
widespread complaint we have. 

You will note that two, somewhat irrelevantly, cite the low-interest 
rates and tax freedom for dairy farmer cooperatives as a part of the 
problem. 

It should also be noted that the United States Public Health Service 
owns a dairy farm in Texas. Not cited is the dairy farm owned by 
the Navy to supply milk to the Naval Academy at Annapolis which, 
we understand, operates at a considerable loss—not the Naval Acad- 
emy, but the dairy farm. 

I can say at West Point they buy their milk from established dealers. 
They don’t try to run a dairy farm. 

I happen to be a graduate of West Point, and we believe our first 
duty is to teach men how to be officers, not to operate a dairy farm. 

The CHarrMan. Does the personnel of the Academy operate the 
dairy farm? 

Mr. Castie. Oh, no; it is operated under the authority of the 
Naval Academy. They have the land. They have the barns. They 
have the cows, and they supply 

The CHarrMan. Pardon me for interrupting you but I understood 
you to say it was the first duty of the Academy to make officers. 

Mr. Castie. That is what I said. 

The CHarrMan. But keeping a couple of cows or a couple hundred 
cows doesn’t interfere with that. The cadets don’t have anything 
to do with the cows, except to drink the milk. 

Mr. Castries. That is true, but certainly the Superintendent of the 
Naval Academy has to bave the responsibility, and you could say 
that would distract his attention. However, that is the Navy’s 
problem. 

The CuarrMan. You don’t mean the attention of the Naval Acad- 
emy is distracted by the fact they have a dairy herd, do you? 

Mr. Castine. I do mean they have a responsibility for it, because 
it is under him. 

The CHarrmMan. That is under him, yes, but he transfers that to 
somebody else, just like he does as far as footbal! is concerned. Foot- 
ball distracts his attention, too. You wouldn’t abolish that, would you? 

Mr. Castrie. No; I wouldn’t but I would abolish the dairy farm, 

Mr. Cuuporr. Mr. Chairman, I wonder who drinks the goat milk 
at the Naval Academy. 

Mr. Castie. I can answer that question. This happens to be 
the kind of goat that doesn’t give milk. I mean the sex. 

Mr. Osmers. Mr. Chairman, | would like to ask a question, now 
that we have gone into Annapolis. 
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Annapolis is located in the competitive milk market, is it not? 

Mr. Castie. Yes, sir. 

Now, gentlemen, it would take quite a bit of time to read these 
various complaints. 

The CHarrmMan. Pardon me once more, 

You say, in answer to Mr. Osmers’ question, it is a competitive 
milk market. Are you sure about that? 

Mr. Castie. Yes, sir; I am. 

The CHarrman. I am sorry. I disagree with you. When I pay 
26 cents for a quart of milk here in the District and when their regu- 
lations prohibit Michigan milk from being brought down in tank 
trucks, it doesn’t seem to me competitive. 

The Maryland market is confined, from a practical standpoint, to 
the Maryland and Virginia farmers. It doesn’t make any differ- 
ence but—— 

Mr. Castuie. I do not grant it is not competitive, sir, and I could 
go into that a great deal, but I didn’t come here for that purpose. 

The CHarrMAN. | would agree with you and say the competition 
is very slight and it doesn’t very much help those of us who have to 
purchase milk here in the District. 

All right; it is all beside the point. 

Mr. Castrie. Of course, | think 2 pounds of milk for 26 cents is a 
great bargain, Mr. Chairman. 

The Cuarrman. I know. You must have some cows. 

Mr. Caste. No. 

The Cuarrman. Do you have a dairy? 

Mr. Castie. No. I happen to be a worker for the Milk Industry 
Foundation. 

The CHarrMan. A what? 

A purchaser? 

Mr. Castrue. I am the vice president of the Milk Foundation, and 
I make my livelihood that way. 

The CuarrMan. I see. 1 understand it, then. 

Mr. Castries. That is where I get my pay. 

The CuarrmMan. I am a consumer of milk. 

Mr. Castuie. Certainly. 

The CHAIRMAN. So, you see my interest. 

Mr. Castie. You are helping to pay my salary, and I am delighted. 

The CHarrMAN. That is what I object to. 

Mr. Castie. | might say, Mr. Chairman, I am helping to pay 
your salary. 

The CuarrMan. I know, and what you pay is so very small in 
comparison with the benefit you get out of it that the illustration 
doesn’t mean anything. 

Mr. Castie. That | agree with. 

In an endeavor to save time, I thought I would merely point out 
that, from these various geographical locations which are noted here, 
embracing about 18 States, the complaint is the same—not that the 
Armed Forces buy milk, but the milk they buy at wholesale reaches 
civilians who are not authorized to receive it. 

Since I prepared this statement, gentlemen, I received from San 
Francisco, from a very eminent man in the dairy industry, some 
specific examples, such as you have requested in your telegram, and 
the letter I will read is only five paragraphs and will take a minute: 
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In the Philippine Islands the post exchange is operating a recombined milk and 

ce ( Lar ppl | Clark Field and extending their operations 
S ec Bay and i llatio 

They ar operating thi wit & Clivillar nanager under the direction of the 
Board it controls the post exchanges, the members of which are all military. 

hi ire pricing their products lower than commercially made products and 
are abi i) oO becau \ are underwritten Dy tl! post exchange; and 
fur Or he 1 na ( rrmal expenses of operations that a civilian 
pl 

This installation is presently spending a great deal of money putting in a 
blank u and in laying a larger milk-processing plant 


] won’t mention the commercial nam 


Wi yppen to \ i 1 tyie of t { ily ent and, knowing this, 
rea ave diffieul ( { operating the plant The mistakes 
\ b \r 1 Fore 
| ( poe nsuch a at makes 1 liffieult for eis a bodies to render 
\ I 
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Now, | requested Mr. James Jackson of Atlanta to come and give 
his direct testumony because he is closer to the daily operations of 
the milk dealers in his Stat or course, than I am and, with your 
permission, | will cede part of my time to Mr. Jackson 

Mr. Cuuporr. Mr. Chairman, a parlimentary InquIry: Would it 
be proper parli nentary procedul lOr US LO ASK Mr Castle questions 
before listening to the next witness? 

The CHAIRMAN. Surely, if you wish 

Mr. Cuuporr. Mr. Castle, 1 would like to make this observation 
| ask you a question When | Was a member of the Pennsylvania 
State Legislature, we set up the Pennsylvania Milk Control Commis- 
sion, or the Pennsylvania Milk Control Board—lI forget which now 
and we were told the reason we set that board up was a twofold 


t 





purpose: 

No. 1, milk being coupled with the public interest, we wanted to 
make sure competition wouldn’t be such that the farmers wouldn’t 
get a fair return for their investment in dairy farms; and 

Secondly, the public wouldn't be cheated by paying too much for 
milk. 

Now, as a result of that, our milk commission meets occasionally 
and changes the price. Usually they cut a half cent off the quart or 
add a cent on to the quart during the year, depending on probably 
the availability of the supply of milk. 

It appears to me the biggest difficulty your association has with 
milk is that the military is buying it on a bid basis rather than paying 
the retail price for it in the particular market area 

Isn’t that your complaint? 

Mr. Castie. No, sir; that isn’t our complaint 

Mr. Cuuporr. Let me finish. 

I read these statements. You say certain post exchanges or com- 
missaries—for instance, take Pennsylvania; that is my home State: 


Our area suffers loss of at least 1,000 quarts of milk per day sales made by Valley 


Forge Army Hospital commissary Our minimum State milk control price is 
23 cents a quart. Valley Forge commissary milk is 16 cents a quart 


And it goes on to Say: 
Officers, enlisted man, other workers living off base buy milk, dairy products 


for themselves and friends at commissary 


Mr. Casrie. And they say “buy for themselves and friends.”’ 
Mr. Cuuporr, And friends 
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I presume this milk is sold to the commissary on a competitive-bid 
basis; is that correct? 

Mr. Casrie. That is correct. 

Mr. Cuuporr. People in making that competitive bid have to 
make a fair profit? 

Mr. Castie. That is right. 

Mr. Cuuporr. Why is it they can sell milk to the commissary, 
which can retail it at 16 cents a quart and make a fair profit, whereas 
the ordinary consumer has to pay 23 cents a quart? 

Mr. Castie. Well, I can answer that question, I think: In the 
first place, that milk, very likely, is shipped in from another State, 
where they have a surplus. 

I know of a case where milk from Iowa was the low bidder in Jack- 
sonville, Fla., for example. They had a surplus out there and the 
Navy, very properly, took the low bid. 

Mr. Cuuporr. You mean you are presuming that; you don’t know 
whether that is a matter of fact? 

You just say you think it comes from out of the State, but you are 
not sure; it might have come from the State; is that right? 

Mr. Castie. I doubt it, because you have a Federal marketing 
order in Pennsylvania, which fixes the minimum price to farmers, 
and you have a Pennsylvania State Milk Control Board, which fixes 
the minimum price to farmers. So I can’t see how the milk dealer 
can buy lower in your State than the minimum. 

Mr. Cuuporr. Neither can I, but I don’t want an answer based 
upon a presumption. I want it based on a fact. 

Mr. Castuie. All right. I can’t give you that, but I can tell you 
that is a fair presumption because we have many cases like it. 

Mr. Cuuporr. You and [ can’t understand the same thing; yet, 
it is happening every day—why, a milk producer can sell for 16 cents 
a quart and make a profit, whereas the State Control Commission 
allows them to seli it to the consumer at 25 or 26 cents a quart. 

Mr. WiiuraAms. Will the gentleman yield for a moment? 

Mr. Cuuporr. Surely. 

Mr. Wiuurams. Isn’t the commissary in the position comparable to 
the grocer? 

There is the producers and the dealer, or the retail outlet. There is 
no profit necessary, I suppose, to the commissary, where there is to the 
grocery store. 

Doesn’t that account for that? 

Mr. Cuvuporr. Yes, but the producer, the one who produces the 
milk, has to make a profit. 

Mr. Wiiurams. And there is no profit to be made. 

That is one of the things— 

Mr. Cuuporr. In other words, you think the spread of profit 
becomes exorbitant between the producer and the distributor? 

Mr. Wixurams. I didn’t say that. I am not making that conclu- 
sion, but there are two places where a profit has to be made in the 
normal saie, and when they are selling to a commissary there is only 
one, the producer, because the post exchange doesn’t have to make a 
profit. 

Mr. Fountain. You knock out the middleman in that case. 

Mr. Hituetson. Is Mr. Williams suggesting the grocer makes 7 
cents profit on a quart of milk’ 
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Mr. Cuuporr. I don’t know. Ask Mr. Williams. 

Mr. Witutams. No. 

Mr. Hiriievson. I have been in the grocery business, and I would 
like to know your answer on that. 

Mr. WituraMs. I don’t know what your profit is on that. 

Mr. Hitietson. I can assure you a grocer doesn’t make 7 cents a 
quart. He seldom makes more than 2 cents. 

Mr. Caste. May I complete the answer to your question, sir? 

To go back, we will get to the low price of the commissaries from 
Mr. Jackson, but I want to speak about some of the other conditions 
of these bids. 

Remember, they are for a 3-month period, and a minimum quantity, 
and they are delivered wholesale. That makes a whale of a difference. 

Volume is everything in our business. We can have a very low unit 
profit and, furthermore, in some agricultural areas, where, during the 
surplus season, when they have a surplus over and above the class I 


1] 
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milk, the producers are very happy to sell to a dealer at a lower price, 
if he can do it, if he ean pay them that by law, so he can make a low 


bid on a military outlet 

We are not objecting to that at all, in the sense of the position of the 
Army in it. The Army is getting milk at the lowest price, and that is 
what they ought to do They shouldn’t be concerned and worried 
about how much it hurts somebody outside, until they start to sell 
milk to unauthorized civil 





1S That is what we are eriping about. 

Mr. Cuuporr. Isn’t that blame to be placed on whoever is running 
the commissary and post exchange? 

\s a matter of fact, isn’t there a ruling you can only sell to military 
personnel? 
~ Mr. Caste. Yes, sir. 

Mr. Cauporr. Or civilian employees of the military? 

Mr. Castie. You are absolutely right. 

Mr. Cuuporr. It is a matter of policing; it isn’t a matter of the 
industry? 

Mr. Caste. Yes, sir; you are right. 

We have made complaints to the Inspector General of the Army 
and, in three cases, the reply was: 

We investigated and 
pal 


1 the commanding officer says that no unauthorized 
sonnel are getting milk 

We know they are. 

Mr. Cuuporr. I know during the war I could buy a pack of cigarettes 
on the ship for 6 cents, whereas if 1 went out and bought them in 
the store I had to pay 22 or 23 cents, and nobody complained. 

Mr. Castrie. No, but you were authorized personnel. 

Mr. Cuuporr. That is right. 

Mr. Casruie. You had a right to do it. 

Mr. Cuuporr. Then it is not the Government’s fault that somebody 
is not playing the game according to the rules in these post exchanges 
and commissaries, and that is a matter of military punishment for 
somebody who violates the regulation. 

Mr. Casrie. You are right; but it is under the supervision of the 
Armed Forces. 

Mr. Cuuporr. So, that takes us back to the original premise that 
your argument has nothing to do with the bill in question? 
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Mr. Caste. Well, I really said that in my opening statement. 
We indorsed the bill in general, and then we said we favored the me- 
thod of procurement by the Army, and our objection was that milk 
reaches unauthorized persons, which is indirect; but then I read this 
letter from a very eminent man in California, which gives a specific 
example where the Armed Forces are going into the business of pro- 

cessing milk, and we certainly object to that. They can’t process 
milk as economically as private industry. 

Mr. Founratn. As I understand it, your industry certainly has no 
objection to the operations of commissaries and the sale by commis- 
saries to authorized personnel? 

Mr. Castie. No, sir; not in the least. 

Mr. Founrarn. Or to PX exchanges? 

Mr. Castie. No, sir. 

Mr. Hitutetson. Mr. Chairman. 

Mr. Osmers. Mr. Hillelson. 

Mr. Hituentson. Can I ask Mr. Castle a question? 

What would you do to prevent that violation? What would you 
suggest to prevent it? 

Mr. Castruie. I would suggest families living off the post have a 
eard saying they have 3 children; they ought to have 3 times 7, 21 
quarts of milk for the children; pa and ma should get 6 quarts. That 
is 12—33 quarts of milk, and they can’t buy any more. 

Mr. Hinuenson. Is that a practical measure? 

Mr. Castue. I think it would be, because they carry the cards; 
they have to have an identification card, or should have, in every 
commissary . 

Mr. Hituetson. That is true. I am only interested in this to find 
out what we can do to prevent the violations; but, actually, you can’t 
buy 33 quarts of milk, or 21 quarts of milk, at one time. 

Mr. Castie. No; but per week, I say. 

Mr. Hituenson. I appreciate that. In other words, you would 
have a greater amount of redtape? 

Mr. Caste. Yes; you would have to have a puncheard. 

Mr. Hinuetson. With the commissary itself? 

Mr. Caste. Yes. 

Mr. Hituetson. Is that what your thought is? 

Mr. Castie. Of course, I think a good commanding officer could 
stop it overnight. 

I am not saving there are not a lot of good commanding officers, 
I am amazed they can’t stop it. 

Mr. Hitietson. Of course, and milk is only one item. 

Mr. Castie. Yes; that is right. 

Mr. Osmers. I might say, Mr. Castle, in the possible event you 
didn’t know about it, the Harden subcommittee conducted rather 
extensive hearings on the commissary, itself, as a competitive activity. 

Mr. Castue. Yes, sir. 

Mr. Osmers. And, really, I feel that Mr. Chudoff has probably put 
his finger on the point that we are dealing here, in connection with 
your recent testimony there, with problems of policing. 

Mr. Castun. Yes; I think that is right, sir. 

Mr. Osmers. You will always have that difficulty. As long as the 
Government is running its grocery store, you are going to have unau- 
thorized personnel at least trying to purchase these articles at less. 
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Mr. Castie. Yes. 

Mr. Osmers. I know it seemed to me in some of these highly com- 
petitive food markets, like Washington, D. C., for example, that maybe 
we ought to curtail the commissary activities. 

When I proposed that some time ago, I was bitterly criticized as 
trying to take away fringe benefits from service personnel. 

Now, I don’t want to take away fringe benefits. I think it would be 
better to put in in the serviceman’s pay envelope and let the normal 
business be conducted 

Now, if you get some isolated post, either in a remote part of this 
country or overseas, obviously, as a service to the personnel and their 
families, a commissary operation has to be conducted. 

Did you want to proceed, Mr. Jackson, with your statement? 


STATEMENT OF JAMES E. JACKSON, EXECUTIVE DIRECTOR, 
GEORGIA DAIRY ASSOCIATION 


Mr. Jackson. Thank you, sir. 

My name is James E. Jackson. I am the executive director of the 
Georgia Dairy Association, which is an organization that represents 
all phases of the dairy industry in Georgia. 

[ have a prepared statement, which is filed already with the com- 
mittee, and I won’t undertake to read this entire statement. What I 
would like to do would be to comment on some of the things that we 
find in Georgia. 

We find specific instances in Georgia around the military camps, 
where the sales of milk in commissaries increases beyond any reason- 
able proportion to the personnel that are situated on the base. 

We find also that we lose sales in ordinary courses through grocery 
stores and on our milk routes, around these camps. 

I have shown in the statement this type of operation has resulted in 
a financial loss. Of course, that is a loss based on the sales that would 
have accrued to the industry, merely from the military personnel 
itself 

I am not taking the position and the industry in Georgia does not 
take the position that we don’t approve of the operation of these 
facilities for the military personnel 

We object very strenuously to the fact that some military personnel 


post and buy 2 and 3 eases of milk at a time and take 


will go into a 
that milk out 

Now, no one soldier and his family is going to drink 3 or 4 cases 
of milk in a day. 

Mr. Osmers. How about beer? 

Mr. Jackson. Well, they wouldn’t drink that much beer in a day. 
If they did, they wouldn’t be back on the post the next morning. 

So, if they could drink that much, we would think it was fine; but 
we know that is not right. We know it is not possible. We know 
they don’t do it. 

It is the milk that gets into the hands of unauthorized people, and 
if milk gets into the hands of unauthorized people we take the position 
that many other things get into the hands of unauthorized people. 

Now, it has been mentioned that that is a policing proposition. 

Every time we make a complaint to a post commander we get the 
same old canned report, that 
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I have made an investigation and I do not find that there is any violation of the 
regulations. 

Probably he wouldn’t, but—— 

Mr. Hituetson. Mr. Chairman, can I interrupt? 

Mr. Jackson. We find out there is. 

Mr. Hiuuetson. Mr. Jackson. 

Mr. Osmers. Mr. Hillelson. 

Mr. Hiiitetson. Do you have specific cases where you find viola- 
tions when you make these complaints? 

Mr. Jackson. Our plants report sales just of that nature, that they 
have spied on the commissary, themselves, and I use that word 
advisedly. 

Mr. H1iLitetson. By names; people by names? 

Mr. Jackson. They don’t know the names of the personnel that 
buys it; no; because they are not acquainted with the personnel, 
but they see them buy it and take it out and put it in their cars and 
take it off the post. That is the way they get the information. 

If we try to go into the installation and specifically complain, then 
and there, to get it, they would clam up on us just like a clam, and 
we wouldn’t get any information at all. They would give you no 
names, or anything else. 

That is what we are up against. 

Mr. Hrutetson. I would assume, if you could see people taking 
that off the base or post, or whatever it is, that you would also perhaps 
check their license numbers, so you could have a name. 

Mr. Jackson. They may have. I won’t say they have not, but 
they have not reported that to me, 

Mr. Hriuexson. I think that would be conclusive, if you could 
furnish names and dates. 

Mr. Jackson. Well, that would be the thing to do; but we don’t 
want to take the position of being a spy. 

Mr. HILLeEtson. You are going to have to take a stronger position 
if vou want to change it. 

Mr. Jackson. We may have to. We may have to set up a spy 
system within the industry. I hope we don’t have to, because I 
think they ought to get out of the business to the extent that they 
serve only military personnel. We can’t object to that. 

Now, there is another feature that was brought up by the gentle- 
man, I believe, from Pennsylvania, that I would like to answer, if I 
may, because I am afraid he is going to ask me the question anyway. 
I might just as well answer it now. 

We find this in Georgia: Of course, we are a State that operates 
under a milk-control law, like the State of Pennsylvania does. Not 
only that—but we are an infant in one respect in the dairy business. 
We are not a dairy State. We are a cotton, peanut and tobacco 
State, and the dairy industry stands—— 

Mr. Cuuporr. How about peaches? 

I always hear about the Georgia peaches. 

Mr. Jackson. Well, now, we have two kinds. Which kind do you 
have reference to? 

Mr. Cuupvorr. Both kinds. 

Mr. Jackson. Both kinds. 

We have a beautiful selection of both. 
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South Carolina contends we have more of the meaty kind. We 
contend we have more of the fleshy kind. We believe in both very 
strenuously, but we don’t claim peaches are one of our major crops. 

The dairy industry is about in sixth place in our total agricultural 
economy in Georgia. So, we are the struggling orphan of the agricul- 
tural industry. 

Our milk that is produced is produced almost entirely for bottle 
use, as we call it—in other words, sold in the bottle. We have not 
gotten along far enough to get into the manufactured grade milk, 
but this is what we find: In other States, where we are competing 
with the bidding from other States, and most of the milk in our Army 
posts now comes from out of the State of Georgia—it dosen’t come 
from within Georgia at all—we have to pay our producers a fixed 
price. We can’t pay them oh by the law. In other States, where 
there is no law, some in a Federal milk marketing area, but neverthe- 
less in a Federal milk marketing area where the milk does not go into 
an authorized State agency, that still can be sold on a competitive 
price, at any price. Then they pay the farmer—and I can’t figure 
out any way on earth, when you pay 14 cents a quart for milk on the 
doorstep, or in the commissary, where the farmer can possibly get 
over $2.52 

Mr. Castries. A hundred. 

Mr. Jackson. A hundredweight out of the milk. He can’t do it. 
It just isn’t in the book, and that is on a 50-50 basis. 

Mr. Cuuporr. How can he stay in business then? 

Mr. Jackson. He can’t on that basis because, of course, he is 
selling part of his milk on the fluid market in his home area. This 
is surplus milk. 

Now, you say, “How do they handle the surplus milk situation, 
or how do they fill Government orders, when the surplus season is 
over? 

Well, they do it by this method: Every other State in the Union, 
except Georgia, and maybe we ought not to be proud of this, but I 
am, does not permit meena hein of milk, that is, milk being made 
from milk powders and sold as fluid milk for human consumption. 
They can sell their local ar with reconstituted or partly recon- 
stituted milk and sell the Army or the military personnel the fluid milk 
still, and it still comes out of the farmer’s hide. It is bound to, because 
in the end he is the man who takes less money over the year for his milk. 

We, in Georgia, try to cooperate with our farmer as much as we can. 

Mr. Osmers. Are there any other questions? 

Mr. Jackson. That is beside the question, but it does, I hope, 
answer that question. 

Mr. Osmers. Are there any other questions of Mr. Jackson? 

Mr. Fountain. Yes. 

Mr. Osmers. Mr. Fountain. 

Mr. Fountain. I would like to ask you this question: Speaking in 
terms of the amount of milk which is sold to unauthorized persons, 
let us assume for purposes of illustration that a hundred quart bottles 
a day are sold by the commissaries. What percentage of that 100 
bottles, would you say, based upon your investigations, would go to 
unauthorized persons? 

Mr. Jackson. I would say 10 percent at least, and one illustration 
I have used here we just can’t figure out. In one Army post, from 
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one quarter to the other, the request for bids tripled in quarts of milk 
to the commissary. 

Mr. Osmers. They must have gotten to like this stuff, Mr. Jackson. 

Mr. Jackson. They might have gotten to like it, but I don’t think 
they drink that much. 

Mr. Cuuporr. They may be bathing in it. 

Mr. Jackson. Maybe, but we think—and I think we have a logical 
right to think—-that somebody is letting that milk get into unauthor- 
ized sources. 

Mr. Founrarn. In other words, you think that approximately 10 
percent of it is going to people who are not authorized to purchase it 
and that those sales are in competition with your local people? 

Mr. Jackson. I would say that would be a minimum. In fact, 
we have found, in some instances, that routes have come off as a result 
of the competition. People just call up and tell you, “Just cut my 
milk off. I’m getting milk from the post.” , 

Then you go and try to talk about that to the post and find out 
from the post, and the post doesn’t know them. Of course, they are 
not authorized personnel. 

What can we do? 

Mr. Osmers. Mr. Chudoff, do vou have any questions? 

Mr. Cuuporr. No. 

Mr. Osmers. Mr. Condon? 

Mr. Conpon. | gather the major complaint is the sale to the 
unauthorized persons? 

Mr. Jackson. That is right. 

Mr. Connon. | assume they buy the milk from neighboring States 
I imagine they don’t buy it from 

Mr. Jackson. Now, we are not going to complain about that 
phase of the competition. That is our red wagon. 

Mr. Connon. That is 

Mr. Jackson. That is our red wagon. 

The complaint we have is that unauthorized personnel, unauthorized 
people, are getting milk through Army installations, or military instal- 
lations, and I don’t think there is any way to stop it but get out of 
the business. 

I think that is the way to stop it. 

Mr. Convon. I notice in your prepared statement here you refer 
to State sales taxes. Do they collect sales taxes on that milk at 
the commissaries? 

Mr. Jackson. No, sir. No military establishment collects any 
sales taxes in Georgia. 

Mr. Connon. That was my impression. 

Mr. Jackson. And we know with this many quarts being sold we 
do have a direct sales tax loss that can be easily computed. There 
is no question about that. 

Mr. Osmers. Mr. Williams. 

Mr. Wiuurams. No questions. 

Mr. Pitcuer. Mr. Chairman. 

Mr. Osmers. Mr. Pilcher, the distinguished member from the 
State of Georgia. 

Mr. Pitcuer. It seems as though you have a wonderful sense of 
humor. Aren’t you related to the Veep from Kentucky? 
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Mr. Jackson. No; I’m not. I have been accused of favoring him 
a great deal, and I think that is quite a distinct honor. 

Mr. Osmers. We can’t take a vote on that at this particular time. 

Mr. Hillelson, do you have any further questions? 

Mr. Hitievson. There is just one. 

These people that have discontinued their milk as a result of 
being able to get it through the post—have you turned their names 
in to any specific post commander? 

Mr. JACKSON. That I would have to inquire and see, Mr. Hillelson. 
I don’t know they have 

Mr. Hitietson. It would seem to me you would have to be very 
specific in cases such as that? 

Mr. Jackson. I can take that up with them and see if they have; 
but they did not tell me they specifically did. 

Mr. Hitietson. That is all. 

Mr. Osmers. Mr. Lipscomb. 

Mr. Liescoms. No questions. 

Mr. Osmers. I just want to ask three questions, and I am going 
to ask them of all the witnesses. 

Do you feel Congress should establish some place in the executive 
department where business may state its case and the affected Gov- 
ernment department may do the same on the subject of competitive 
activity? 

Mr. Caste. Yes, sir. 

Mr. Osmers. Do you feel that any Government department estab- 
lishing a new business type activity should be made to prove its case 
somewhere in the executive department before they can start the 
activity? 

Mr. Castie. Yes, sir; I do. 

Mr. Osmers. Do you feel 

Mr. Casrie. That is, assuming we don’t put all Government 
business out. 

Mr. Osmers. No. We are talking about the business we are not 
in now. 

Mr. Caste. Yes, sir. 

Mr. Osmers. Before a new activity is started, that they be required, 
the Government department be required, to prove its case. 

Mr. Caste. Yes. 

Mr. Osmers. And the third question is: Do you feel the executive 
should be made to report annually to Congress on this question? 

Mr. Caste. Yes; I do. 

Mr. Jackson. May I make just one further observation, Mr. 
Osmers? 

Mr. Osmers. Yes, sir. 

Mr. Jackson. I might say this: There are some phases of the 
Government that the Government is in that we can’t complain about 
because some of my farmers would cut my throat if I did, and one of 
those is the question of REA. Had it not been for some simple 
method and some simplified method of distributing electricity, we 
couldn’t have farmers in Georgia on a grade A basis because we 
wouldn’t have any way to produce the milk. 

We are not fussing about that type of activity. We are fussing 
about that type that comes in direct competition with private in- 
dustry, in an unauthorized way, and not in an authorized way. 
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Mr. Osmers. That is correct, and I would like to point out to you, 
and to Mr. Castle, the bills under discussion here do not deal with 
activities which have been established by Congress, luws which have 
been passed, such as REA, TVA. 

Mr. Caste. Yes. 

Mr. Osmers. I know there are some violent opinions on that sub- 
ject, on both sides, and that is a matter that will have to be dealt 
with by Congress through legislation directly affecting the activities 
mentioned, 

We are happy to have your comment on REA, but the bills here 
under discussion would not affect it one way or another 

If there are no further questions, we will have the next witness. 

Mr. Casrie. Thank you very much. 

Mr. Jackson. Thank you. 


STATEMENT OF JAMES E. JAcKSON, ExrcutTivE Director, Grorata DaAtry 
ASSOCIATION, ATLANTA, GA. 


My name is James E. Jackson. I am the executive director of the Georgia 
Dairy Association with headquarters in Atlanta. Our members consist of dairy 
farmers, milk distributors and ice cream manufacturers from all parts of Georgia. 


For several vears the dairy industry in Georgia has been complaining of unfair 
competition of certain governmental agencies in the selling of fluid milk. The 
most prevalent complaint is that Army post commissaries buy milk, usually from 
out of the State of Georgia at a price much lower than the prevailing milk control 
board price and sell this milk to both Army and civilian personnel at the same 
price they buy it for. 

We have several major installations that make this kind of dealing a practice, 
to-wit: 


Columbus, Fort Benning Commissary 
Augusta, Camp Gordon Commissary 
Savannah, Camp Stewart Commissary 
Savannah, Hunter Field Commissary 
Macon, Warner Robins Commissary 
Albany, Turner Field Commissary 
Atlanta, Fort McPherson Commissary 
Conley, Atlanta General Depot Commissary 
Atlanta, Ga. Fort McPherson 
The volume of sales to commissary for the current quarter is 300,000 quarts 
of sweet milk and 25,000 quarts of buttermilk The selling price by the commis- 
sary for sweet milk is 15 cents per quart, in paper containers, while the prevailing 
market price is 26 cents. The selling price for buttermilk is 10 cents per quart 


or a loss of 7 cents per quart. The total loss to the dairy industry of Georgia is 
$34,750 per quarter or $139,000 per year The loss in direct taxes, such as sales 
tax, to the State of Georgia, would be $4,170. The less to the farmers of Georgia, 


on this basis would also be $72,000. 


Conley, Ga Atlanta General Depot 

The volume of commissary sales for the current quarter is at the rate of 110,000 
quarts of sweet milk which is selling at 11 cents below the preveiling market price 
of $12,000 per quarter or $48,400 per vear for sweet milk and $2,218.64 for butter- 
milk The tax loss to the State would be $1,518.56 rhe loss to dairy farmer 


on this deal will approxim: te $26,400 


Macon, Ga. Warner Robins De pot 

The volume of commissary seles for the current quarter approximates 16,000 

: { pI 

quarts of sweet milk at 10 cents per quart below the preveiling market price 
resulting in a loss to the industry of $1,600 per quarter or $6,400 per vear. The 
direct tax loss to the State is $192 and the loss to the farmers of $3,840. 
Columbus, Ga.—Fort Benn ing 

The volume of commissary sales for the current quarter is approximately 
210,000 quarts of sweet milk which is selling at 8 to 9 cents per quart below the 
prevailing market price. This represents a loss of $16,800 per quarter or at the 
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The farmers of Georgia, on this basis 
will lose $40,320 Che loss in direct sales taxes alone will be $2,016. The Army 
pe! | at this installation in Columbus area is approximately 35,000 which 





repre the increase from the pg of Camp Rucker. It is interesting to note 

that the iantities of milk at t] nstallatior imped from 34,000 quarts of homo 

ond quarter 1954 1 120,000 f r the tl ra iarter. Plant sales in 

( 1 ive dropped considerably to Army personnel and civilian personnel 
Ar r 


Phe current commissary requir ; are 86,000 quarts per quarter and the 
g price is 9 cents per quart on gl ind 10 cents per quart on paper, below the 
prev: g market price his result a loss to the dairy industry of Georgia of 
$31,360 and a loss to producers of $20,640 The direct sales tax to the State 
“\ i | 940.80 The to Arn personnel at this installation approximates 
On \ at about 200 
{ ( ('a Go ” 
Mhz y f anmn car ¢ Fry } ’ ryt art annr mate Q 75 
| f I ¢ ISSA a e currée quarter approx ates 63.750 
juarts and 13,750 half gallo These sales repre t an annual loss to the 
{ndustr f $58,500, and $28,680 to the farmers. The direct tax loss is $990 
\ ? h G Camp Ste 
he volume of commissary sales for the current quarter approximates 36,000 
juarts s represents a loss to the industry, annually f $11,520, to farmers 
f $6.912. ar the S e in direc xe f $345 
S Ga Hunter Field 
For the last quarter, commissary sales were 180,000 quarts. The plant losses 
these sales were $60,800, the farmers loss $36,480, and the direct sales tax loss 
51.824 


CONCLUSION 




















tila Georgia, so far a Is cones ed, has inere ed in volume 
Invariably where military personnel, and those authorized to buy their provisions 
4 cor ssaries, find they ca l at ees far below the prevailing 
rices, the aise e I rcnase from lo 1 mill processil plants 

It further developed that in areas where Army persor re concentrated 

adjacent towns to camps that 1 1il milk sale lrop which indicates that some 

t 1 civilian are | I rn author yurees 

li estimated that 1 ry Georgia has suffered a financial loss of 
$425,000 in gross sales; the farmers loss was $235,000, and the sales-tax loss to 
the State was 311,996 Phe or lian trade is practically impossible to 

EXTRA‘ »F COMMUNICATION 

Ne Yo All the milk dealers in the city have been hurt by the commissary 
at Griffit! A r Force Base r ng milk, as they do at cost, Whicn 1s 17 cents or 6 
cent owe! an the retail price I cit Chev also insist on glass bottles, but 
make ) attempt return the \ vy of the Army personnel took our crates 
to carry n home and ne retur 1 them 

I also have customers, who have yne of the Army personnel buy milk for them 
at the base thus taking this business away from my drivers [t is almost impos- 

ble e any ne lat move into Rome as they tell us they can get it 


is taken from a letter written us by an officer’s 





i leggs, J has just been made flight commander 
for bas« ices, al we do all our buying through the base com- 
missary We are not at all happy about this.” 

} 1.—On the peninsula surrounding Newport News, are located Langley 


Field, Fort Monroe and Fort istis as well as naval installations at Yorktown. 
All thes posts have commissaries who advertise milk on bid an 1 resell it to Gov- 
\| milk prices in Virginia are controlled by the 
minimum retail prices to all consumers except on 








State milk commission who s¢ 
C,overnment posts 

Che commissaries on the post often undersell the minimum prices by the milk 
commission by more than 50 percent For instance during the second quarter 
Fort Eustis Commissary sold milk at 10 cents per quart when the minimum price 


by the State milk commission was 24% cents. For the third quarter the com- 





em 
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missary price at Fort Eustis is 12 cents and the minimum prices of the State milk 
commission remains at 24! cents 

Competition from commissaries Is supposed to be confined to Government 
employees However, the Government emplovees often buy milk at the low 
commissary price and resell to neighbors who are not employed by the Gover 
ment 

The volume of business by the commissaries runs to about 20 percent of the 
volume of the entire area and seriously disturbs the controlled price by the State 
milk commission. 
ilabama Selling policies of post exchanges and commissary at Maxwell Field 





are detrimental. Commissary sells dairy products to military personnel living 
on the post or in the city at practically contract price Post exchanges usually 
sell on very small markup Most disturbing factor about this practice ities in 


the fact that a large number of military families live in the city 
Pennsylvania Our area suffers loss of at least 1,000 quarts milk per d 








v sales 
made by Valley Forge Army Hospital Commissary Our minimum Sta milk 
control price is 23 cents a quart Vallev Forge Commissary milk is 16 cents a 
quart Officers, enlisted men, other workers living off base, buv mill fairy 
products for themselves and friends at commissary This causes milk industry 
bad public relations as well as lost sales to these people 

South Dakota.—Government commissary at Ellsworth Air Base detrimental to 
all private business in Ranid City Commissary price 16 cents per quart, price 
on routes and in stores 22 cents per quart 

Rhode Island Sales by commissaries in Rhode Island have affected the dairy 
business considerably; friends of servicemen also benefit by commissary cut price 
of 5 cents per quart. This gives the publie the erroneous picture that the dairy 
b isiness is very profitable 

Kentucl y Fort Campbell commissary retail milk prices 5 cents per quart 
below local grocery and dairy delivery prices. Half gallons 31 cents against our 
t1-cent price Quarts 16 cents to our 21 cents Value total considerable but 


amounts not available. We feel our prices are already low for good grade ‘ A” 


products 











North Carolina Fort Bragg commissary retailing fluid milk 7 cents to 9 cents 
under prevailing price purchased from outside sources Sales average 5,000 
quarts daily 

North Carolina Under present system bidding for militarv 
contracts, the price for milk and milk produc ven down to a ridicu- 
lously low price Army camps in the Carolinas are buving milk for as low as 
3 cents per half pint and 11 cents per quart and the post exchanges and comn 
saries are selling mil close to contract prices These low prices are eventually 
passed on to dairy farmers who receive less than manufactured prices for g \ 
milk. Suggest that military should pay at most 10 percent below prevailing 
wholesale prices in the region where the Army posts are located This would 
help dairy farmers and processors in all States where Armed Forces are maintained, 

Tennessee Stewart Air Force Base, Smyrna, Tenn., and Fort Campbell, 
Clarksville, Tenn., are retailing quarts 5 cents less and half gallons 9% cents 
less on sweet milk and 1'% cents less on quarts buttermilk to personnel on or off 
post Our retail business affected in these areas considerably 

South Carolina This company has for some time experienced cut price retail 


milk selling policies at several Army and Air Force post exchanges particularly 
at Camp Jackson, Columbia, S. C., and the Air Force Base at Greenville, 8S. C 
where civilians freely purch 
more per quart below established retail home-delivered prices 





use milk from such exchanges at prices of 10 cents or 


=~ I 





California There have been many specific instances where Government 
activity has operated to the detriment of independent business. These activities 
are located near populated areas and personnel could be adequately served by 
existing business Some of the Government locations are as follows: Hamilton 


Field, Presidio of San Francisco, Alameda Naval Air Station, Moffett Field, Mare 
Island, Hunter Point. 7 





he major problem has been the selling of products from 


vost exchanges to people who live away from the installation. The prices have 
} ‘chang peo} f I 
been well below the prevailing price and have resulted in lost business to dis- 
tributors operating in these areas 
Teras.—The selling policies of Carswell post exchange are detrimental to the 
a | I 


retail milk business; prices are considerably below wholesale prices and have been 
the cause of having to eliminate several retail routes in the vicinity of this base 

South Carolina.—The naval commissary at Charleston is currently selling about 
8,000 quarts of milk at 12 cents per quart as against 24 cents in the city. Ap- 
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proximately 10,000 families receive this service. At Parris Island commissary, 
sales of 2,000 quarts daily at 13 cents per quart; 500 families privileged to purchase 
at Parris Island. Controls of these sales have recently become lax. One customer 
is reported to have bought 70 quarts in 1 day 

New Yorl Commissary sales at West Point and Stewart Field, N. Y., in a 


little over 4 yvears have grown from nothing to over 85,000 quarts of milk per 


mont Withi l vear’s time we st 4 retail routes, 2 of them be ing located at 
West Point and 1 at Stewart Field, in which half of the business was on the post 
and the ot r half in a sma rrounding development nearby One additional 
route, serving the adjacent area to these two locations, had to be discontinued 
also because of the sales made from the commissaries 

Our wholesale business to stores in the High!and Falls area was greatly affected 


and we understand that this milk is being carried as far as 20 to 25 miles from the 














post and is sold to anyone holding a commissary card, which, we understand, is 
for the commissioned officers, enlisted personnel, and civilian employees. 

ry rogram of sales from the commissaries unfortunately had its inception 
shortly after we had comp] d our new plant at Newburgh, N. Y., which we feel 
is the finest plant in New York State Chis plant was built to replace our existing 
facilities in the Newburgh-Mid-Hudson area 

District of Columbia Federal commissaries and post exchanges in the greater 
metrop an area are selling homogenized vitamin D milk at 14 cents a quart 
in paper at Fort McNair, and at Walter Reed the same grade of milk is being 
sold o at 17 cents This price at Fort McNair is 9 cents less than the delivered 
price to home on hol! ogenized vitamiil D milk You can see that thi difference 
is raising a great deal of difficulty when it comes to continuing volume on delivery 
trucks. We have had many customers discontinue home delivery and buy it at 
the post exchanges. Oftentimes one person will buy 3 or 4 cases of milk and 


then let their neighbors have some for their use 














In view of the fact that we have to pay taxes and compete with other private 
concer in our business, it hardly seems fair that this policy of selling milk so 
far below the prevailing price should be allowed to continue 

Tllir Selling policies of post exchange and commissary stores at Fort 
Sheridan and Great Lakes are definitely detrimental to private business. Ex- 
amples 

Retail delivered price to civilians 83 cents a gallon, 50 cents a half gallon, 
25' cents a quart 

Retail stores to civilians 75 cents a gallon, 42 cents a half gallon, 23 cents 
& quart 

Commissary store price to Navy personnel 60 cents a gallon, 30 cents a half 
gaiion 

We have alwa served retail trade on the Navy at lower than retail! 
Cly in prices ‘Thes prices at prese nt are 75 cents 15 cents per half 
gallon, and 23 cents per quart. With commissary st g for 30 cents a half 
gallo lu can see this 1s detrimenta They also sel less in other gro 
cery ite! which is detrimental to private business. 

Me und Che selling prices of milk and cream at the commissaries in our sales 
territor pecifically Fort Holabird Army Chemical Center, Fort George C 
Meade, and the Naval Academy are detrimental to and compete with our retail 
and wholesale milk business These sales commissaries are now selling milk 
products to their customers fre ( cents to 8 cents per quart below our retail 
pric Cream products are sold from 6 cents to 12 cents per half pint below our 
retali price 

California.—Experience in various California markets shows sales by dairy 
prod icts commissary stores and sin ar oul » 2 low r pric 5 than civili stores 
M ul Stallations buy at prices lower than those established by the State 
milk control bureau for civilian outlet Regularly mili itlets sell at prices 





which do not include full normal costs of doing business prices are made 


ilable to various classes of military personnel and many civilians not connected 


Uiilary participatl As a Specific instance, the Navy com nissary store, 
al Air Station, Alameda, Calif., purchases milk at 13!¢ cents a quart and retails 
» cents a quart. Civilian grocers same area must pay 18 cents a quart and ar 
required by the Stat bureau of milk control to sell for 20' cents a quart. Simi- 
larly, ice cream purchased by the commissary for 28 cents a quart retails for 

and 
cents to 55 cents a quart These practices attract business to military 
ations which would norms 








cents a quart. Comparable civilian wholesale costs are 40 cents a quart 





lly go to civilian stores. Suggest Government 
n prices set by State laws in applicable areas. 





Ing agencies respect mint 
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Teras.—Post Exchange of Carsweli Air Force Base retails milk under wholesale 
prices. This has damaged retail grocers in the vicinity and also our home delivery 
routes. United States Public Health Service Hospital here owns cows and pro- 
duces milk for patients at large loss to taxpayers 

Wisconsin.—Almost unlimited loans by co-op bank, St. Paul, Minn., to dairy 
co-op in fluid milk business plus the absence of Federal income taxes such as othe rT 
dairy corporations and companies pay provide a very unbalanced economic 
condition in favor of co- -Ops that are so favored as cor npare ‘d with Federal income 
taxpaying private enterprises. This can be classified as indirect competition but 
the economic impac t is no less severe. 

Kansas.—Fort Riley commissary buying milk as low as 12 cents and ice cream 
around 19 cents per quart. Our problem is Government-financed marketing 
co-ops. We cannot find where our competing co-ops have paid producer dividend 
resulting in low prices for industry loss of sale to co-ops and naturally taxes for 
Government 


ADDITIONAL ExTRACTS OF COMMUNICATIONS 


Rhode Island.—Navel commissary store, Quonset Point Naval Air Station 
Quonset, R. I. sells approximately 1,600 dairy quarts of milk at a price 6 cents per 
quart under minimum price allowed by R hode Island Milk Control Board for a 
comparable package of home-delivered milk. Since this policy has been in effect 
at the commissary store about 10 months we have lost approximately 500 dairy 
quarts of home-delivered business. With an average price of approximately 25 
cents per quart home delivered this means an estimated yearly loss of $45,625 of 
sales. 

Rhode Island. We are losing sales of about 200 quarts daily to Quonset Point 
Commissary. Our buying and selling prices are controlled by Rhode Island Milk 
Control Board. Customers feel we are gouging them because commissary under- 
sells by 6 cents per quart. 

California.—The dairy industry has been plagued for several years by the 
competition caused by the Castle Air Base at Merced, Calif., on whic th they operate 
and maintain a post exchange store. They maintain prices, in this store, on dairy 
products, as well as other merchandise, at practically the cost or a fraction of a 
cent per unit over the cost, which is considerably below the prices maintained by 
the stores on the State-controlled minimum schedule. 

About 2 years ago, this store was closed for remodeling for a period of several 
weeks. During this period they enlarged the store to nearly twice its former 
capacity with little or no additional personnel on the base. During this time, the 


sales in Merced among the dealers increased approximately 27 percent. When 
this store reopened the sales among the merchants in town dropped. The store 
sells a complete line of items—clothing, groceries, jewelry, stationery, etc. The 


same procedure is followed on all merchandise. 

We understand that the salaries of the Army personnel employed in the store 
are not charged to the operating expenses of the store. We find that many of the 
Army personnel living off the base and in the town of Merced go in with neighbors 
and friends and select additional merchandise above their own requirements and 
let their neighbors and friends have it at their cost. 

Louisiana.—Barksdale Air Force Base Commissary located near Shreveport, 
La., is selling milk products to active and retired military personnel in the Shreve- 
port-Bossier City, La., area at prices from 8 to 17 cents per unit less than store 
selling prices. Approximately 200 cases are sold daily. 


SUPPLEMENTAL STATEMENT OF JAMES E, Jackson, EXeEcuTIVE DIRECTOR, 
GeorGIA Datry AssocriaTION, ATLANTA, GA, 


In answer to the question propounded by one or more members of the com- 
mittee as to specific evidence of milk finding its way from authorized sources to 
unauthorized sources and the question as to why the names of such authorized 
persons who pass this merchandise to unauthorized persons, or their automobile 
tag number, or some other method of proof was not established. 

It is a well-settled axiom of law that “the who places in the hands of another an 
instrument of fraud is guilty of fraud himself.’’ If the commissaries and post 
exchanges were not handling merchandise on a cost basis there would be no 
inducement for military personnel or for civilian members of the posts buying 
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this merchandise in quantities in excess of their own needs and selling it to persons 
who are not authorized to receive this concession 

It does not appear reasonable for the Government to ¢ xpect private citizens to 
set up a system of policing Government commissaries or post exchange stores 
If the Government, with its vast resources to do so, is not willing to establish a 
system that would prevent this type of unfair competition it will be better, and 

t interest of all its people, to discontinue this type of business altogether and 
lians are paid in private 
emplovment so that the temptation would be removed to carry on black-market 


to pay military personnel on the same basis that civi 





rations as that is what you can say they are doing 1 am sure the dairy 

lustry of Georgia nor the dairy industry of the Nation takes the position that 
all military perso! nel are parties to these unfair tactics It may even be that 
practically all of it is carried on by authorized civilian emplovees which makes 
the matter much worse as we see it Your earnest consideration of some means 
D which the Government itself will police its own industri and not insist that 
private ndustries police governmental operations wtil be appreciated Private 
industries are in no position ar 1 have no desire to set up @ spy system on our 
Government In my opinion the necessity for such would doubtless create a lack 
of confidence in the operation of our Government which no true American wants 


or even to entertain a thought 


Mr. Warp. Mr. Johnson 

Mr. Jounson. Mr. Chairman, I think the members of the com- 
mittee have a copy of the filed brief before th mM, and | wish to para- 
phrase in explanation some of the items in that brief. 

Mr. Osmers. All right, sir. Would you take about 5 or 10 minutes 
to do it, sir? 

Mr. Jounson. Well, if l were to time myself—lI like to get down into 
fractions, say 8% minutes, or something like that. 

Mr. Osmers. Eight and a half minutes? 

Mr JOHNSON Put it some thing like that 

Mr. Osmers. All right, sir 


STATEMENT OF JERRY P. JOHNSON, REPRESENTING THE 
AMERICAN WAREHOUSEMEN’S ASSOCIATION 


Mr. Jounson. My name is Jerry P. Johnson. I have been a ware- 
houseman for over 30 years, and am a past president of the National 
Association of iefrigerated Warehouses, a division of the American 
Warehousemen’s Association I have been authorized to speak for 
that association as personal representative of its president, Mr. A. B 
Kfroy mson of ( ‘ley eland, ( Yhio, and the associat ion’s board of directors. 

Attached to the statement each member of the committee has be- 
fore him is a copy of this authorization. 

The American Warehousemen’s Association appreciates this Op- 
portunity to express its views on Government competition with the 
warehousing industry and in favor of H. R. 8832. The association 
represents nearly 1,000 privately operated refrigerated and merchan- 
dise warehouses throughout the United States. These member ware- 
houses represent the majority of all the privately operated storage 
space in the country. AWA strongly urges the passage of the Anti- 
Government Competition Act as embodied in H. R. 8832, and fully 
supports the policy that ““The Government shall get out and stay out 
of business-type competition with its people wherever consistent with 
the national health and safety” as declared in the bill. This statement, 
however, will be restricted to a discussion of Government competition 
with the warehousing industry 

Chairman Hoffman requested information on the following specific 
points 
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(1) Extent of Government competition; 
(2) Number of Government employees; 
(3) Taxes lost; and 
(4) Total value of Government investment. 

These points are discussed in order in our official statement, and we 
have tried to give you real facts and figures to guide you in making 
decisions about this vital bill. 

With respect to the extent of Government competition: The ware- 
house industry operates an estimated 165 million square feet of storage 
space employs approximately 47,000 people and pays annually an 
estimated $30% million in Federal taxes, plus substantial State and 
local taxes. These warehouses are currently operating at 70 to 75 
percent of capacity. 

Government competition with these privately owned tax-paying 
warehouses is extensive. The Government is the largest warehouse 
operator in the world. In fact, the total of Government warehouse 
space is far greater than the total of all commercial space—over three 
times that total, in fact. 

Mr. Convon. I hate to interrupt Mr. Johnson, but is that a quorum 
call, Mr. Chairman? 

Mr. Osmers. I believe it was three bells. I thought we could have 
a few more minutes, possibly. 

Proceed. 

Mr. Jounson. Thank you. 

Military storage space: The Army, Navy, and Air Force operate 
warehouses in over 100 locations in this country. According to a 
Hoover Commission report, the Military Establishment in 1948 oper- 
ated nearly 530 million square feet of storage space and required the 
services of 103 000 persons to man and administer these facilities and 
their functions. 

Approximately 8,000 carloads of Department of Defense merchan- 
dise is stored with merchandise warehousemen at present, which 
requires only a fraction over 1 percent of the privately operated 
warchouse space. 

Warehousemen in Philadelphia, New York, and Chicago within 
recent years organized, at Governemtn request and at considerable 
expense, defense warehousemen’s associations for the pooling of 
facilities for storage of defense merchandise. Two of the three 
New York and Chicago—were disbanded because no goods were 
received, allegedly because expected commodities went to Govern- 
ment storage instead. 

General Services Administration: General Services Administra- 
tion’s Federal supply service owns or leases for its own operation a 
total of over 5 million square feet of storage space. It is alleged that 
much of this has never been occupied with stored goods and some 2 
million square feet of this space is not currently needed. 

The General Services Administration, Emergency Procurement 
Service, is responsible for the storage stockpile of strategic and critical 
materials and currently occupies some 24 million square feet in Govern- 
ment-owned and operated facilities. It was the stated intention of 
EPS officials, to eventually move all strategic and critical materials 
into Government-owned space. This plan has been at least tempo- 
rarily shelved because of the action of the present Congress in provid- 
ing in the independent offices appropriations bill that, of money 
appropriated for General Services Administration 
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No part of funds available shall be used for construction of warehouses or tank 
storage facilities. 

Nevertheless, warehouses built from funds available before this 

restriction was put into effect are now being completed and General 

Services Administration is moving goods from private competitive 
storage into these Government built warehouses. New Orleans is an 
example. 

The Veterans’ Administration: The Veterans’ Administration ad- 
mits it doesn’t know exactly how much warehouse space it operates, 
but says it has some storage space at each of 250 field offices of from 
two to three thousand square feet and up. However, the Veterans’ 
Administration operates warehouses of several hundred thousand 
square feet at Hines, Ill., Somerville, N. J., and Wilmington, Calif. 

The total warehousing space of all kinds operated by the Govern- 
ment, conservatively estimated, probably amounts to upwards of 560 
million square feet—3}s times the total space operated by private 
industry. 

For examples of Government competition at the State and local 
level, I refer you to exhibit B to the complete statement filed with 
the committee. 

Employees: The military departments alone used the services of 
103,000 persons in all phases of their warehousing operations in 1948. 

Mr. Osmers. If you will suspend just a minute, I want to announce 
to the members that was a mistake in the sounding of the bells. The 
sounding of the bells was for adjournment until 12 Monday. 

Proceed. 

Mr. Jounson. The salaries of these people were over $263 million. 
We estimate that an additional 4,800 people are employed in the 
operation of other Government storage space. 

Taxes: It is conservatively estimated that on the average privately 
operated merchandise warehouses pay Federal income taxes amount- 
ing to 10 cents per square foot. ‘This figure is slightly higher for re- 
frigerated warehouse space. If this 10-cent figure is applied to all 
the space operated by the Government, the tax loss would amount 
to $56 million annually—and this is a conservative estimate. 

Government investment: A conservative estimate of land and 
construction costs for warehouse space today is $6 per square foot. 
Taking into consideration the fact that possibly 180 million square 
feet of the space operated by the military is uncovered or shed space, 
it can be conservatively estimated that Government warehouse space 
today represents an investment of about 2% billions—not millions— 
of dollars. 

Cost: Costs of operating Government warehouse space as figured 
by the agencies involved are always incomplete and do not represent 
the factual picture. We believe the commercial warehousing industry 
can store and handle Government goods at less cost, and we believe 
this will be proven if commonly accepted cost accounting practices 
are used by Government in computing warehouse costs. Any such 
cost computation must include such factors as: All salaries, direct 
and indirect; insurance; social security; retirement; bona fide de- 
preciation; all taxes—Federal, State, and local; all land costs, et 
cetera. 

If the Government says it has to construct and operate warehouses, 
we believe we should be told why. Contrary to what some agencies 
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say, that they can do the job cheaper and better, we take the position 
that such a statement is not only unfair, but ridiculous. The ware- 
housemen of this Nation challenge this claim of the Government 
agencies and suggest that documented proof be given by any Govern- 
ment agency. 

The American Warehousemen’s Association recommends through 
this committee or the Harden subcommittee that actual warehouse 
costs of Government warehouse operations be systematically and 
objectively studied by private, impartial professional accountants. 

Costs in commercial warehouses are necessarily kept down by com- 
petition, an incentive factor not present in Government operations. 

The advantages of commercial storage: There are numerous advan- 
tages which would accrue to the Government by using commercial 
storage space and by turning over its present space, wherever possible, 
to commercial operators: 

(a) The tax loss and cost savings to the Government have already 
been pointed out. 

(b) Use of commercial space would give the Government greater 
flexibility in selection and use of storage space. 

(c) Frequent incomplete use of Government space is wasteful and 
there is always the tendency to fill up empty space with something to 
justify its existence. 

(d) By using commercial facilities the Government would pay only 
for the space actually needed, when needed, and would have a greater 
choice of storage locations, also a possible reduction in transportation 
costs. 

(e) When the Government wants tanks, guns, and shells—for emer- 
gency purposes—it contracts for their manufacture by private com- 
petitive firms, who are acknowledged experts on those items. We 
submit that warehouse space should be similarly regarded. Proper 
warehousing of critical supplies is equally vital during emergency 
periods. 

f) The maintenance on Government warehouses is tremendous, 
and could be greatly reduced if unneeded facilities were kept in a 
standby status only or turned over to private operators. 

In summary: There is adequate warehouse space available through- 
out the country to meet all reasonable Government requirements, if 
Government space were turned over to private operators wherever 
possible. 

Government competition also deprives States and municipalities 
of needed taxes they would otherwise collect from private business. 

While we strongly believe the Government should get out of com- 
petition with the warehousing industry, we realize that in some in- 
stances this will take time. We do believe that a large part of the 
storage activity being performed by the Government can be done at 
less cost by privately operated warehouses without impairing Gov- 
ernment efficiency. 

The American Warehousemen’s Association submits that the 
typical American triumvirate of government, industry, and labor, 
plus agriculture, would be better ‘off with the private operation of 
warehouses, if for no other reason than the fact that the constant and 
continuous threat of Government competition destroys incentive for 
warehouse construction and expansion. 
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We believe H. R. 8832 will go a long way toward accomplishing this, 
and we strongly urge its passage. 

All private industry, including warehousing, will be in a better 
position to obtain and provide information to the Government if a 
central board, such as provided for in H. R. 8832, interested in business 
and its vital relationship to Government were available. Free ex- 
change of information between Government and these groups would 
be the result. 

Mr. Chairman, you and the members of the committee ee copies 
of our official statement to which are attached exhibits A and B. 
If there are questions about my testimony, or those exhibits, I shall 
try to answer them. 

Thank you. 

Mr. Osmers. Mr. Johnson, I want to tell you I think, of all the 
representatives we have had, you have made one of the very best 
statements on a specific industry that I have heard. You got right 
down to cases, in dollars and feet, and so on, and we are very appre- 
ciative for having your statement. 

I assume there will be some questions. 

Does anybody have a question for Mr. Johnson? 

Mr. Connon. Mr. Johnson, how many of these Government ware- 
houses are on military reservations or installations of some sort? 

For example, in my district we have the Benecia Arsenal. That 
arsenal probably has 10 or 12 warehouses. Obviously, they couldn’t 
sell those warehouses to private industry, and I don’t think private 
industry would be interested in purchasing any warehouse which is 
behind fence and sentries. 

Do you have any idea how many of these warehouses are out in 
the city where they would be avails ible? 

Mr. Jounson. Mr. Condon, I have not, but I can have that infor- 
mation for you tomorrow morning. 

Mr. Connon. I think that is a factor that would have to be 
considered. 

Mr. Jounson. All right. 

Mr. Connon. Do you know anyone who would want to buy a 
Benecia Arsenal warehouse? 

If anyone did want to buy any of them, I don’t think they would 
want to sell them. 

Mr. Jonnson. If that information is valuable to you, we can 
produce it. Do you wish 1 

Mr. Conpvon. I would like to know if there are any reliable statistics 
available. 

Mr. Jounson. We can get it for you from the same source we got 
these. 

Mr. Cuuporr. Mr. Johnson. 

Mr. Jounson. Yes, sit 

Mr. Cuuporr. I believe you will agree it is not practical for the 
Government to store everything in private warehouses. I think you 
would agree they would have to store some of their supplies or mate- 
rials or files in their own warehouses. 

Mr. Jounson. That we will. 

Mr. Cuuporr. Now, you mentioned in your statement that the 
Veterans’ Administration maintains somewhere around several hun- 
dred thousand square feet at Hines, IJl., Somerville, N. J., Wilmington, 
Calif., and other places. 
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Mr. Jonnson. That is correct. 

Mr. Cuuporr. They also use several hundred thousand square feet 
in Philadelphia, where they have practically the entire national 
service life insurance program administered from the Veterans’ Ad- 
ministration offices in Philadelphia, in my district, and they have 
hundreds of thousands of'square feet. 

You would agree it wouldn’t be practical to put those records in a 
private warehouse, would you not? 

Mr. Jonnson. That would be dependent entirely upon the circum- 
stances that governed their storage there. 

Mr. Cuuporr. Let’s assume they have to run in and get a file now 
and then. 

Mr. Jonnson. That we would agree. 

Mr. Cuuporr. That type of storage you agree should be in the 
Government warehouses? 

Mr. Jounson. In the storage of records to which they must make 
reference; yes, I will agree with you, but dead storage 

Mr. Cuvuporr. What do they store in their warehouses at Hines, 
Ill., Somerville, N. J., and Wilmington, Calif.? 

Mr. Jonnson. That I cannot answer, ‘bat again I can furnish that 
information, if it is of value. 

Mr. Cuuporr. Thank you, sir. 

Mr. JoHnson. Yes, sir. 

Mr. Osmers. Are there any other questions? 

Mr. Fountain. Can you give us a general idea of the type of items 
you think the Government should store in private warehouse facilities? 

Mr. Jounson. Well, as to the specific items which they should 
store, you mean in their own Government space? 

Mr. Founrarn. I mean in private warehouses. 

Mr. Jounson. In private warehouses? 

Mr. Founrain. Yes. 

Mr. Jonnson. Oh, there are hundreds of items that are normally 
carried by our customers, which the Government also uses, which 
the Government could profitably store in commercial warehouses. 

Items the same as our own customers carry, of merchandise—a 
specific list we could give you, the same as the Army has. 

Mr. Connon. Do you consider these warehouses, like the one they 
built down in Franconia—is that considered to be a private warehouse 
or 

Mr. Jounson. I would state this: That the merchandise that is 
stored in the Franconia warehouse I am reasonably certain could 
have been taken care of in private warehouses; yes, sir. 

Mr. Connon. It is my understanding a a concern—in fact, 

1 of my constituents was 1 of the people that built that warehouse, 
oa I understand that they own it and lease it to the VA. 

Mr. Jounson. They do, indeed. 

Mr. Conpon. And he considers himself a private warehouseman. 

Mr. Jounson. He was not in the warehouse business for hire. He 
was an investment. He invested in a warehouse to rent to the 
Government. 

Mr. Connon. He has been in the warehouse business in California 
for many years. 

Mr. Jounson. Yes; but not in the District of Columbia. Not in 
the District of Columbia. 
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Mr. Osmers. I would like to make an observation about Mr. 
Johnson’s statement. 

I think, as this story unfolds, and as we hear more witnesses, it is 
becoming more clear—lI hope it is becoming more clear—to the com- 
mittee that we cannot sit up here on Capitol Hill and issue an edict on 
the subject of Government competition with private business. 

Now, I am going to ask Mr. Johnson whether he feels that Congress 
should establish some place in the executive department where busi- 
ness can state its case and an affected Government department can 
make its reply. 

Mr. Jounson. Mr. Chairman, I touched upon that in my testimony, 
and the answer is emphatically yes. 

Mr. Osmers. And don’t you feel that any Government department 
that establishes a new competitive activity should be made to prove 
its case to some department other than itself? 

Mr. Jounson. Equally emphatically, yes, sir. 

Mr. Osmers. And, thirdly, that the Executive should report to the 
Congress and to the people once a year on this very vital subject? 

Mr. Jonnson. By all means. 

Mr. Osmers. As to what has been done and what is going on? 

Mr. Jounson. By all means, as the safety factor. 

Mr. Osmers. Are there any other questions? 

Mr. Prucuer. I have one, Mr. Chairman 

Mr. Osmers. Mr. Pilcher. 

Mr. Pitcuer. Mr. Johnson, I have a small military installation in 
my district, a Marine base. It has about 2,500 enlisted personnel 
and about 2,500 civilians, but they have 17 warehouses, each ware- 
house covering 5 acres, or 85 acres of warehouses. Now, they store 
everything from a typewriter to a tank. They ship to every post we 
have in the world. 

You don’t believe an installation like that should be taken over by 
private industry? 

Mr. Jounson. My answer to that would be ‘‘No’’; but I equally say 
had this bill been in effect at the time they were built they would 
have been given a clear bill of health to build that, if it were essential. 
If it were not essential, then there would be no competition with 
private industry. 

Mr. Osmers. Do you have any other questions? 

Thank you very much, Mr. Johnson. 

Mr. Jonnson. Thank you, sir. 

(The information requested follows: ) 

AMERICAN WAREHOUSEMEN’S ASSOCIATION, 
Washington 5, D. C., July 16, 1954. 
Hon. Ciare E. Horrman, 


Chairman, Committee on Government Operations, 
New House Office Building, Washington 25, D. C. 

Dear Mr. Horrman: During our testimony on H. R. 8832 by Mr. J. P. John- 
son on Thursday, July 15, three questions were asked to which the answers were 
not immediately available. We have now obtained this information which is 
submitted at the request of Mr. Ray Ward. 

Mr. Condon asked how many arsenal or ammunition warehouse installations the 
military operates. Weare informed by the Department of Defense that it operate 
approximately 45 such facilities. 

Mr. Chudoff asked what the Veterans’ Administration stores at its Hines, IIL, 
warehouse. We have learned that this is a regional VA distribution depot which 
stores medical and hospital supplies and dry subsistance stores such as canned 
goods. 
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Canned goods and other dry stores are a regular storage item in commercial 
merchandise warehouses. A number of medical supplies such as vaccines and 
other drugs are also being increasingly stored in private refrigerated warehouses. 

Mr. Fountain wanted to know what items should the Government store in 
private warehouses. 

These would be items which are normally stored in private warehouses by 
commercial customers and which are also used by the military and other Govern- 
ment agencies. Such items include household equipment, foodstuffs, spare parts, 
rope, wire, soap, powder, paint, office equipment and supplies, tires, batteries, 
cables, clothing, tools, and hundreds of similar items. One Department of Defense 
official tells us that 80 percent of what the military stores could be stored in 
privately operated warehouses without involving classified material 

Again we wish to thank vou for the opportunity to be heard. If there is any 
additional information the committee would like to have, we will be glad to get it 
for you. 

Sincerely yours, 
WitiiaAM DALtTon 


Mr. Osmers. Who is the next witness? 
Mr. Ray Warp. Mr. Ward of the American Retail Federation. 


STATEMENT OF QUAIFE M. WARD, ASSISTANT TO THE PRESIDENT 
OF THE AMERICAN RETAIL FEDERATION 


Mr. Warp. Mr. Chairman, I filed a statement with you. I would 
like to have the statement put in the record and, if I may, I would like 
to take about 5 minutes for oral comments. 

Mr. Osmers. That will be very satisfactory to us, Mr. Ward. 

Proceed. 

(The statement submitted by Quaife M. Ward is as follows: ) 


STATEMENT OF QuaIFE M. Warp, ASSISTANT TO THE PRESIDEN1T OF THE AMERICAN 
RETAIL FEDERATION 


At the conclusion of an investigation of domestic Armed Forces exchanges and 
commissaries by the House Committee on Armed Services in 1949 the committee 
stated officially that it had ‘‘come to the conclusion that the Armed Forces are 
actively competing with established private business. In accordance with cur- 
rent regulations, a very wide range of merchandise is being sold through post 
exchanges and ships’ service stores and most of it duplicates merchandise being 
sold by retail businessmen within the same general! area of the service activities. 
Due to the fact that post exchanges and ships’ service stores are not subject to 
State taxes, have not imposed a Federal retailer’s excise tax on appropriate items, 
have no rent to pay, pay only a portion of the upkeep of the premises, pay only 
a portion of the utilities and pay no salaries of the military personnel employed 
in the activities, it is inevitable that these stores can sell merchandise at a much 
lower price than merchants in the same vicinity. We deem this to be unfair 
competition.” 

Twenty-five retailers appeared before that committee and told of the impact of 
exchange competition upon their business. Many of these individuals later were 
subjected to severe retaliation, even boycotts, from local Armed Forces personnel 
many suffered substantial losses in business because they had dared to speak out 
against the practices of exchanges. 

Late in 1949, an agreement was reached between the Armed Services Committee 
and the Department of Defense whereby; (1) the Federal retail excise tax would 
be collected by exchanges; (2) the special order system for purchasing unstocked 
merchandise would be terminated; (3) the list of approved items for resale in 
exchanges would be curtailed and price limits established; and (4) steps would 
be taken to insure that unauthorized individuals would not be allowed to pur- 
chase in exchanges or commissaries. 


DISREGARD OF AGREEMENT ON RESALE ACTIVITIES 


Soon after the outbreak of the Korean war there was a recurrence of complaints 
of unfair competition on the part of Armed Forces exchanges and commissaries. 
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When these complaints were called informally to the attention of the House Armed 
Services Committee, we were informed by the staff that such information would 
have to be documented with names, prices, places, and description of the merchan- 
dis Accordingly, in November and December 195? retail organizations spon- 
red a survey of 14 Army, Navy, Air Force and Marine exchanges in Illinois, 
io, Virginia, and the District of Columbia. This sampling survey was under 
taken by a professional marketing research agency The result of the survey 
d that unauthorized civilians could easily purchase merchandise in any 
change and that a system of referrals was widely employed whereby merchan- 

















dise not available in the exchange, such as electrical appliances and other luxury 
merchandise, could be purchased at a discount at favored establishments off the 
military installation. The survey also showed that the authorized list of resale 
items was being ignored by some exchanges 

On March 27, 1953, the report of this survey was submitted to the chairman of 
the House Armed Services Committee Subsequently, the survey was referred to 
a Subcommittee on Defense Activities the chairman of which was Representative 
William E. Hess (Republican, Ohio The subcommittee issued a report on August 
12. 1953. which amounted to a complete ‘‘whitewash”’ and stated that “exchanges 
are being properly run in the best interests, not only of the service man and wo- 
man, but of the public as a whole.’’ This report attacked the American Retail Fed- 
eration in very intemperate terms and referred to merchants as ‘unscrupulous 
characters”? who frequently preyed upon service personnel and “‘mulcted’’ them 


f thei mall pas 


Che federation answered these baseless accusations as follows 

l Retailing has alwavs objected and will continue to object to the type 
f Government competition with private industry represented by Armed 
Forces exchanges as they are presently operated. 

2. Retailing responded to the Philbin subcommittee’s admonishment to 


observe and report violations of the 1949 agreement fact evidently 


( 








was overlooked in the Hess subcommittee report 
3. The report of our survey of 14 exchanges speaks for itself 
1. Even the ‘“‘more voeal critics’’ among retailers have never advocated 
closing of exchange 
5. To say that the list of resale items proposed by retailers would destroy 
ges is ridiculous—the proposed list merely eliminates luxury and semi- 
luxury merchandis 


eX al 





6. No one ean seriously maintain that ‘‘many’’ merchants are unscrupu- 


lous character’? who mulet the serviceman of ‘his smal 





7. Retailing questions the premise that the servie woman should 
not be expected to pay the same price as civilians 


8. The operation of exchanges should be made to conform to the original 
dictates of the Congress to supply service men and women with “items of 
small personal needs” and ‘‘items of convenience and necessity.” 

; iw by the Hess sub- 
committee that retailing’s investigators committed any unlawful act 


9. There was absolutely no evidence and no showir 


EXTENSIVE PUBLICITY GIVEN HESS REPORT 


The Hess subcommittee report received wide publicity through official and 
inofficial military sources While the ARF survey and the congressional investi- 
i the effect of at least temporarily tigh 
ie Department of Defense has taken the subcommittee report as a clean bill-of- 


health and encouragement to expand the activities of exchanges 
The most recent published article in this connection to come to our attention 


appears on page 20 of the July 1954 issue of Reader’s Digest. This article con- 








rations ha tening up exchange operations, 





tains the ty pical distortions of facts abou 
and retailing’s attitude on the subject 

\ further endorsement of exchange operations was issued by Secretary of the 
Air Foree Harold E. Talbott at a press conference on September 28, 1953, when 
he stated that ‘‘a fellow should be able to buy anything he wants through the 
post exchange.” 

Secretary Talbott also stated that the Department of Defense had in mind 
submitting legislation to the Congress which would be designed to provide Armed 
Forces personnel with a “‘bill of rights’? covering fringe benefits such as PX’s, 
commissary stores, medical attention for de pe ndents, clubs, swimming pools, ete. 
Such a “bill or rights,’’ however, has not been proposed, insofar as we know. 


PX’s and commissary store operations 
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ORIGIN OF MILITARY EXCHANGES 


The history of PX’s dates from 1895 when the secretary of War issued this 
directive: 

“The post exchange will combine the features of reading and recreation rooms 
a cooperative store, and a restaurant. Its primary purpose is to supply the 
troops, at reasonable prices, with the articles of ordinary use, wear, and con- 
sumption, not supplied by the Government, and to afford them means of rational 
recreation and amusement.”’ 

In subsequent legislation the Congress authorized exchanges to stock and sell 

small items of convenience and necessity’’ or “items for the comfort and con- 
tentment”’ for Armed Forces personnel 

As the Armed Services Committee discovered in 1949, exchanges have deviated 
substantially from these original standards. Some improvements, somewhat 
temporary in nature, were achieved in 1949 Now we have proof that the 1949 
agreement is being widely disregarded. 

Retailers understand and appreciate that some sales and restaurant facilities 
on Armed Forces installations provide an important morale factor that profits 
from exchange sales are used for a worthy cause, i. e., to provide recreation and 
amusement facilities not provided for from appropriated funds; but these sales 
outlets need not be and should not be department stores, offering shopping 
merchandise in a wide range of choices and prices 

Retailers would have no quarrel with the Department of Defense if the Army- 
Air Force Exchange Service and its Navy and Marine counterparts, observed the 
reasonable standards established by the Congress for the operation of domestie 
exchanges to supply Armed Forces personnel “items of convenience and necessity”’. 
These terms, in our opinion, however, cannot reasonably be construed to include 
the glittering array of merchandise now displayed in exchanges across this 
country. 

Most of the sales stores are tastefully decorated and efficiently equipped with 
the latest tvpe display cases and generally provide a comfortable shopping atmos- 
phere comparable to a modern downtown department store. If you were to 
visit the exchange at Bolling Air Force Base here in Washington, vou would find 
a large, completely departmentalized retail operation with choice stocks of 
standard brand merchandise at prices averaging up to 25 percent below prices ir 
downtown stores You would find a barber shop, a beauty shop, a laundry and 
dry-cleaning shop, a watch repsir shop, vending machines, and a shoe repair 
shop. There are at least a half dozen similar exchange operations in the District 





area All of these Government-sponsored sales outlets are located withir 
minutes of easily accessible and completely adequate commercial shopping 
facilities There is no conceivable hardship for Armed Forces personnel and 
their dependents to shop in and around Washington Neither the District 
government nor the State of Maryland receives any sales tax revenue from sales 
in these exchanges. 


RECENT DEVELOPMENTS 
In 1948 there were 374 Army, Air Force, Navy, and Marine Corps exchanges in 
the continental limits of the United States; these exchanges emploved 17,468 
civilians and 1,193 uniformed personnel. We are unaware of the numbers today, 
but we are confident that the figures are substantially greater We do know 
that Army and Air Force exchanges sales in 1953 amounted to $367,288,383 
Navy exchange sales in that vear amounted to $124,426,900. Sales in Marine 
exchanges are estimated at $30,400,000. Thus a total of $522 million in exchange 
sales occurred in 1953. Anv such sales volume figures need to be adjusted to 
customary retail levels in order to reflect the true picture of the extent of exchange 
competition to private business. 

The net profit on $367,288,383 of Army-Air Force exchange sales in 1953 was 
$29,540,502—or slightly more than 8 percent. When this net profit figure is 
applied to $522 million the result is $41,760,000 for the vear 1953—not an it 
significant amount 

It has become a common practice for exchanges to seek ever-increasing volume 
of sales by means of newspaper advertisements, special sales, displays, and ell the 
other types of sales promotions ordinarily used by commercially operated depart- 
ment stores. <A part of this aggressiveness stems from the fact that civilian 
exchange managers often have been schooled in some of our more successful 
retail establishments and their salaries are determined by achievement of certain 
volume of sales, Such incentive employment contracts in exchange operations 
cannot be justified. Rather a great many of our difficulties are occasioned by 
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individuals who may be tempted to disregard both the letter and the spirit of 
the regulations in order to obtain volume 

This type of competition not only is unfair to private enterprise but it denies 
State and local governments of substantial revenues in sales taxes, and proverty 
taxes. We know of no instance where exchanges collect these taxes on Armed 
Forces installations. The loss of corporate income taxes to Federal and State 
governments must also be substantial upon such a large volume of annual sales. 
Losses in other types of taxes, rents, and insurance can only be imagined 

Exchanges, as they are now operated, create in the minds of consumers, gener- 
allv. who come in contact with these prices, a distrust of the integritv of retailers 
as price makers because the layman can’t understand that these military stores 
are operated with few, if any, of the overhead costs of doing business which the 
retailer must add to his cost before he reaches the break-even point, let alone show 
a pront 


There are extensive exchange facilities ope rated overseas and rightly so. No 
one would object to making available any needed commodity to personnel serving 
ut of the country. Our concern is entirely with the domestic picture. 


THE RELATED PROBLEM OF COMMISSARY STORE COMPETITION 


The commissary store problem is closely allied with the PX problem. The two 
problems were investigated simultaneously in 1949 by the Philbin subcommittee. 
The recommendations of the subcommittee in some respects were identical; in 
others the subcommittee went further and urged the closing of commissary stores 
where adequate commercial facilities were available at reasonable distances from 
military installations and where food was offered at competitive prices. 

Disregard of these criteria by the Department of Defense prompted more drastic 
action in 1953 when the Appropriations Act forbade the use of Federal funds after 
December 31, 1953, to operate commissary stores in areas where, on the basis of 
criteria determined by the Department of Defense, it was found that the operation 
of commissary stores are not justified. The Congress again within the past few 
weeks, has approved this policy and extended the 1953 restrictions upon com- 
missary store operations as follows: 

“Src. 717. No appropriation contained in this act shall be available in connec- 
tion with the operation of commissary stores of the agencies of the Department of 
Defense for the cost of purchase (including commercial transportation in the 
United States to the place of sale but excluding all transportation outside the 
United States) and maintenance of operating equipment and supplies, and for 
the actual or estimated cost of utilities as may he furnished by the Government 
and of shrinkage, spoilage, and pilferage of merchandise under the control of such 
commissary stores, except as authorized under regulations promulgated by the 
Secretaries of the military departments concerned, with the approval of the Secre- 
tary of Defense, which regulations shall provide for reimbursement therefor to 
the appropriations concerned and, notwithstanding any other provision of law, 
shall provide for the adjustment of the sales prices in such commissary stores to 
the extent necessary to furnish sufficient gross revenue from sales of commissary 
stores to make such reimbursement: Provided, That under such regulations as 
may he issued pursuant to this section all utilities may be furnished without cost 
to the commissary stores outside the continental United States and in Alaska: 
Provided further, That no appropriation contained in this act shall be available in 
connection with the operation of commissary stores within the continental United 
States unless the Secretary of Defense has certified that items normally procured 
from commissary stores are not otherwise available at a reasonable distance and 
a reasonable price in satisfactory quality and quantity to the military and civilian 
employees of the Department of Defense.”’ (Public Law 458—Department of 
Defense Appropriations Act, 1955, approved June 30, 1954.) 

Several organizations have launched propaganda drives to try to block the 
closing of any commissary store. These organizations include the Gold Star 
Wives of America, Inc., the Gold Star Sons and Daughters, Navy Wives Clubs, 
and the Fighting Homefolds of Fighting Men. The elimination of commissary 
stores, they complain, would be tantamount to a reduction of 15 percent in service- 
men’s pay. Circulars have been distributed urging service wives to write Con- 
gressmen and other public officials to protest the proposed elimination of com- 
missary stores or the curtailment of PX privileges. 

This effort evidently has not been ineffective. According to a report issued by 
the Secretary of Defense on December 10, 1953, only 6 commissary stores out of a 
total of 216 have been closed. Three of these stores were closed because the sta- 
tions were reduced in size; the reason for closing the other three was not revealed. 
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The DOD report stated that 38 other commissary stores in metropolitan areas 
would remain under continued surveillance. Insofar as we know none of these 
has been closed. We understand that some new commissary stores have been 
opened within the past year. 

The ARF believes that the principle enunciated in H. R. 8832, H. R. 9834, and 
H. R. 9835 would, if enacted, go a long way toward assuring business that the 
unfair competition arising from the operation of commissary stores in metropolitan 
areas and the expansive selling of luxury and semiluxury merchandise in military 
exchanges would be eliminated. 


Mr. Warp. Thank you. 

Mr. Osmers. Sometimes you get tangled up when you give these 
extemporaneous remarks, but go ahead. 

Mr. Warp. My name is Quaife Ward. I am assistant to the presi- 
dent of the American Retail Federation, an organization with offices 
at 1625 I Street NW., Washington, D. C. 

The American Retail Federation is a federation of 24 national retail 
trade associations and 34 statewide associations of retailers, represent- 
ing in all more than 600,000 retail outlets. 

You have in your hands a detailed statement which bears witness 
to our longstanding policy in opposition to Government competition 
with private businesses and particularly our long struggle to confine 
military post exchange and commissary stores to their original and 
proper scope of operations. 

This committee is interested in accurate facts and statistics which 
would substantiate our contentions. Unfortunately, such data in this 
area is exceedingly difficult to come by. There is a decided reluctance 
on the part of the Department of Defense to reveal adequate or com- 
plete information. 

We sincerely wish we could tell this committee at the present time 
how much in the way of taxes the Federal, State, and local govern- 
ments are losing because of questionable post exchange and commissary 
operations. 

Other current pertinent facts are unavailable, such as the number 
of Government employees and the total value of Government invest- 
ment involved. 

Perhaps the Department of Detense would be willing to provide 
this committee with these facts upon request. We believe that such 
a disclosure would be extremely revealing. 

We do have available figures from the work of the Philbin subcom- 
mittee of the House Armed Services Committee in 1949, which shed 
some light on this problem. 

In 1948 there were 374 Army, Air Force, Navy, and Marine Corps 
exchanges in the continental limits of the United States. These ex- 
changes employed 17,468 civilians and 1,193 uniformed personnel. 
We are unaware of the numbers today, but we are confident that the 
figures are substantially greater. 

We do know that Army and Air Force exchange sales in 1953 
amounted to $367,288,383. Navy exchange sales in that year 
amounted to $124,426,900. Sales in the Marine exchanges are esti- 
mated at over $30 million. Thus, a total of $522 million in exchange 
sales occurred in 1953. 

In 1952, according to a Government Accounting Office survey, as 
reported to the Harden Subcommittee on Intergovernmental Relations, 
commissary sales totaled $174,393,000. Assuming that 1953 com- 
missary sales were maintained at the 1952 level, we arrive at the 
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conclusion that our military services are in the retail business to the 
tune of nearly $700 million per year 

Any such sales volume figures need to be adjusted to customary 
retail levels in order to reflect the true picture of the extent of ex- 
change competition to private business. 

It should be clearly understood that the American Retail Federa- 
tion does not object to the operation of post exchanges and commis- 
saries as long as they do not develop into department, specialty, 
and supermarket stores, which in many cases they have become. 

All we have been asking is that the military, where adequate 
shopping facilities exist, avoid unfair and unnecessary competition 
with local taxpaving businessmen. 

At remote and inaccessible posts in the United States where private 
facilities are nonexistent or inadequate it is understood that proper 
facilities should be provided 

Although the sales volume of post exchanges has increased since 
1948, the Philbin subcommittee of the House Armed Services Com- 
mittee did make substantial progress in restricting sales in post 
exchanges and commissary stores. However, that committee did 
not go far enough Exchanges still sell expensive watches, jewelry, 
sporting goods, cameras, tools, and other ae and semiluxury 
merchandise, in contravention of the mandate of Congress to stock 
only items of small personal needs or items of aeediainbi and 
necessity 

Within the metropolitan area of Washington there are six post 
exchanges and an equal number of commissaries, all of which are 
within minutes, by public or private transportation, of splendid 
private facilities. We can find no justification for the military main- 
taining these elaborate post exchanges and commissaries under such 
circumstances. 

Another regrettable byproduct in this problem is that considerable 
suspicion and doubt as to the integrity of the average retailer has been 
raised because average retail prices, of necessity, must be higher than 
prices in post exchanges and commissary stores. The retailer has 
many costs included in his prices which do not have to be assumed by 
military stores 

Mr. Chairman, we are painfully aware of our limited evidence in 
this matter. We are in much the same position as you and your 
colleagues on this committee and the administration. This is a vast 
area of Government activity that needs thorough investigation for 
the basic facts which will make possible proper evaluation. It is for 
this reason that the American Retail Fe de ration supports and endorses 
the principles enunciated in H. R. 8832, H. R. 9834, and H. R. 9835. 
These bills, if enacted, would go a long av toward eliminating unfair 
and unnecessary competition by Government with private businesses. 

Thank you 

Mr. Osmers. Thank you very much. 

Do we have any questions for this witness, Mr. Ward? 

Going bac kt to the testimony given by the representative of the milk 
industry, these retail activities seem to narrow down pretty quickly 
to a question of policing. Would you admit that? 

Mr. Warp. Mr. Chairman, in the Defense Act of 1953 it is provided: 

That no appropriation contained in this Act shall be available in connection 
with the operation of commissary stores within the continental United States 
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unless the Secretary of Defense has certified that items normally procured from 
commissary stores are not otherwise available at a reasonable distance and a 
reasonable price in satisfactory quality and quantity to the military and civilian 
employees of the Department of Defense 

But the thing is, we ran up against the very same thing that the 
milk witness indicated, and these things just aren’t being policed. 
That's all. 

Mr. Osmers. I believe that the Secretary of Defense, under that 
statute that you just read, has closed some commissaries. Is that 
true? 

Mr. Warp. He has closed, I think, six commissaries 

Mr. Osmers. Were there not 52 commissaries operated in the 
United States? 

Mr. Ray Warp. Two hundred and ten. 

Mr. Osmers. Two hundred and ten commissaries, or commissaries 
and post exchanges? 

Mr. Ray Warp. Commissaries, 

Mr. Osmers. Two hundred and ten. I guess the 50 was the $50 
million worth of business. 

Mr. Ray Warp. The fifty odd were the ones investigated by the 
General Accounting Office. 

Mr. Osmers. | think maybe the _—— should show 50 of the 
commissary operations were investigated by the General Accounting 
Office to determine the effectiveness of their bookkee ‘ping and their 
competitive activities. 

[ know you would be interested in some of the things they found 
They found there were some rather shi arp practices being carried on 
by the people operating them in connection with making comparisons 
with retail prices around. 

They would take pepper that they would buy in, say, hundred- 
pound lots and compare it with the 2-ounce can that the average 
family buys in the store. In other words, they did not follow the 
marke t-baske ‘t principle which they are supposed to do. 

Mr. Convon. Mr. Ward, I have in my district 1 at Travis Air 
Force Base, 1 at Mare Island, and I think there is 1 at Camp Stone- 
man. I have talked to a lot of people out in my district. I have 
talked to a lot of Navy and Army people. One of the things which 
they have raised, which I think you have passed over rather lightly, 
is the morale question. 

Mr. Warp. Yes. 

Mr. Connon. I know we are finding it difficult to get people to 
reenlist. We are finding officers leaving the service, and some of the 
reasons some of these men give for terminating or failing to reenlist 
is that one by one the so-called fringe benefits that had been available 
to military personnel are being taken away and cut down to that 
extent, so that the service becomes that much less attractive to them. 

What do you think of that? 

Mr. Warp. Well, Mr. Condon, I believe there is probably some 
truth in it. I happen to live right next to a colonel over here in 
Arlington, and we have discussed this problem, too. 

Mr. Connon. I imagine he would have some strong opinion about 
it. 

Mr. Warp. That is right; he does, but I don’t place it from what 
I know about the military personnel as 1 of the top 2 or 3. It is 
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somewhere over on page 3 or 4, as far as their relationship with the 
service. 

Mr. Connon. For example, at Mare Island I was talking with one 
of the admirals there. They used to be able to buy frigidaires and 
household appliances, rather costly ones, through their commissary 
or PX, and now they can’t, and the men are all complaining about 
that, that they have to now pay more downtown. 

Mr. Warp. Mr. Condon, it seems like all of us have a choice to 
make as to the type of profession we follow. You have chosen to 
become a Congressman. I have chosen another course, and so on. 
We assume we are paid adequately for our services, whether we will 
agree to that or not, and we all have to buy in the same places. 

Mr. Connon. Would this seem like a logical thing, that if we are 
going to remove fringe benefits of this sort from military personnel, 
we ought to at least hit head on the other program and increase their 
wages? 

Mr. Warp. I think that definitely should be considered; yes. 

Mr. Cuuporr. May I ask you one question? 

Mr. Warp. Yes, Mr. Chudoff. 

Mr. Cuuporr. From your statement, it appears to me—you said 
there were some number of commissaries or post exchanges in the 
District of Columbia. 

Mr. Warp. I said the me tropolit: an area. 

Mr. Cuvuporr. Did you say six? 

Mr. Warp. I said the metropolitan area. 

Mr. Cuuporr. Yes. 

Mr. Warp. Yes. 

Mr. Cuuporr. Then you read from the Defense Appropriation Act 
of 1953, wherein the Secretary of Defense or the Secretary of Army 
had the right to close PX’s, or commissaries, if, in his opinion, the same 
type of merchandise probably could be bought at a reasonable and 
fair price in the particular metropolitan area from private establish- 
ments. 

Mr. Warp. Right. 

Mr. Cuuporr. Now, can it be that the stores in metropolitan 
Washington are not selling the type of merchandise at a fair and 
reasonable price, so that the Secretary of Defense, therefore, has not 
closed the six post exchanges or commissaries? 

Mr. Warp. In that he has not taken action, you might assume that 
would be true. 

Mr. Cuvuporr. Wouldn’t it be true? 

Mr. Warp. But there is a competitive area here. This is a com- 
petitive area and, as far as being a competitive area, I don’t think that 
is the case. I think it is a matter of inaction on the part of the Secre- 
tary of Defense. 

Mr. Cuuporr. Don’t yeu think as a service to the members of your 
organization, you should check those things and then file a complaint 
with the Secretary of Defense, pointing out the Defense Appropriation 
Act of 1953, saving, for exs imple, you can buy a Norge refrigerator at 
Hecht’s Department Store at so much, and buy the refrigerator at 
the same price you buy it in the post exchange, if they sell refrigerators 
in the post exchange? 

Mr. Warp. The retail store, Mr. Chudoff, cannot sell at the same 
price as the post exchange can, for obvious reasons, that the cost of 
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distribution that is borne by the retailer is not assumed by the 
military post. Therefore, the price is going to be lower. 

Mr. Cuvporr. I understand that, but isn’t it true they buy mer- 
chandise-at the post exchange because of the fact that everybody 
knows that military pe sonnel are not receiving adequate pay for the 
work that they perform and, in order to keep them happy, we might 
give them some other benefits, like buying utilities, that is, refrigera- 
tors and gas ranges, and things like that, at a cheaper price? 

Mr. Warp. I see no reason, sir, as I explained to Mr. Condon, if 
there is a choice as far as the profession is concerned, why there should 
be any prefe rential treatment. 

Mr. Connon. There is no choice about going into the Army if you 
are over 18. 

Mr. Warp. That is right; but as far as your professional Army 
people and so forth 

Mr. Connon. Would you say the Secretary of Defense is derelict 
in his duty at the present time in not closing these exchanges down? 

Mr. Warp. We have contacted the Secretary of Defense and we 
have wanes with officers on the staff and we have presented our case. 

Mr. Conpon. Are vou critical of his activities in this respect? 

I mean do you think he is not doing a proper job? 

Mr. Warp. He has certainly given us a hearing, but nothing has 
happened. 

Mr. Connon. Would you care to answer my question? 

Are you or is your organization c ritic ‘al of the Secretar v of Defense’s 
handling of this directive of Congress? 

Mr. Warp. Yes. 

Mr. Cuuporr. Are you able to prove your case, Mr. Ward, with 
the Secretary of Defense? 

Mr. Warp. On the basis of adequate 

Mr. Cuuporr. Of the Defense Appropriation Act of 1953 

Mr. Warp. I believe we are; ves. 

Mr. Cuuporr. In other words, he is absolutely, in his capacity as 
Secretary of Defense, disobeying the law? 

Ir. Osmers. Now, I think there may be, Mr. Chudoff—I am not 
sure about this, but in some instances—in the first place, let’s say the 
Secretary of Defense has closed six of them already. So, we know he 
is aware of the act. I don’t know how much money is in that appro- 
priation act which is used to support these activities. I think in some 
cases they replenish their funds from sales, like a business would do, 
and I don’t know—I am not sure—how much of the money in the 
1953 Defense Appropriation Act goes into commissaries, in that sense 
and there is one rather trick question in that; and if you would read 
that again—it has to do with reasonable cost, I think. 

Would you read that again, Mr. Ward? 

Mr. Warp. Would you like to have me read the whole section? 

Mr. Osmers. If it is not too lengthy, | think it would be en- 
lightening. 

Mr. Warp. All right. 

No appropriation contained in this act shall be available in connection with 
the operation of commissary stores of the agencies of the Department of Defense 
for the cost of purchase (including commercial transportation in the United 
States to the place of sale but excluding all transportation outside the United 


States) and maintenance of operating equipment and supplies, and for the actual 
or estimated cost of utilities as may be furnished by the Government and of 
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shrinkage, spoilage, and pilferage of merchandise under the control of such com- 
nissary stores, except as authorized under regulations promulgated by the Secre- 
taries of the military departments concerned, with the approval of the Secretary 
of Defense, which regulations shall provide for reimbursement therefor to the 
appropriations concerned and, notwithstanding any other provision of law, shall 
provide for the adjustment of the sale prices in such commissary stores to the 
extent necessary to furnish sufficient gross revenue from sales of commissary 
stores to make such reimbursement Provided, That under such regulations as 
may be issued pursuant to this section all utilities may be furnished without cost 
to the commissary stores outside the continental United States and in Alaska: 
Provided further, That no appropriation contained in this Act shall be available 
in connection with the operation of commissary stores within the continental 
United States unless the Secretary of Defense has certified that items normally 
procured from commissary stores are not otherwise available at a reasonable 
distance and a reasonable price in satisfactory quality and quantity to the military 
and civilian en ployvees of the Depart nent of Defense 

Mr. Connon. Has the Secretary of Defense issued that certificate 
in the case of the existing commissaries, all of them? 

Mr. Cuvporr. He probably would have to, under this act. 

Mr. Osmers. If he is using any of the appropriations from this act, 
it would appear he would have to do that. 

Mr. Connon. One other question: You say six commissaries have 
been closed. Now, they are closing Camp Stoneman in my district, 
and they are going to be closing that commissary when they close the 
camp because they are deactivating that camp. 

[ think some 16 or 17 camps have been closed or deactivated in the 
last vear or so. Of the six that were closed, were any of those from 
camps that went into mothballs? 

Mir. Warp. I don’t know, but we do know some camps have been 
closed; that, of those six, they are included in this number you are 
talking about because some camps have been closed and have been 
restricted as far as their operations are concerned 

Mr. Conpon. I mean, obviously, if they close Camp Stoneman 
next month, as it is planned to do, they are going to close the com- 
missary 

Mr. Warp. That is right. 

Mr. Cuvvorr. | don’t think there is any question in my mind that 
there is a duty upon the Secretary of Defense to certify these commis- 
saries before they can stay open. They all close automatically unless 
he issues a certificate and meets the requirements set forth in the 
Defense Appropriations Act of 1953, providing he is using the funds, 
and I guess he is He has to use some of them, 

Mr. Osmers. I should say that is probably so, Mr. Chudoff, that 
he has certified those that are open, that there are exceptions under 
section 717 

Mr. Connon. Mr. Chairman, I might say the other Mr. Ward gave 
me the answer to my question. Of the six commissaries that were 
closed, three were in camps that became deactivated and three in 
camps that are still in existence. 

Mr. Warp. In further answer to your question, I have these figures 
that have been handed to me: Six were closed. Three were closed 
because they were deactivated bases. 

Mr. Conpon. Yes 

Mr. Warp. And 38 are under continued surveillance. 

Mr. Osmers. Are there any further questions of Mr. Ward? 

Thank you, Mr. Ward. That will be all. 
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Who is the next witness? 
Mr. Warp. Mr. Maudlin. 
Mr. Osmers. You may proceed, Mr. Maudlin. 


STATEMENT OF C. V. MAUDLIN, WASHINGTON REPRESENTATIVE, 
NATIONAL ASSOCIATION OF WASTE MATERIAL DEALERS, INC. 


Mr. Maupin. Mr. Chairman, members of the committee, my 
name is C. V. Maudlin. I am the Washington representative of the 
National Association of Waste Material Dealers, Inc., which has its 
headquarters at 271 Madison Avenue, New York, N. Y. 

The association’s membership is composed of firms located through- 
out the United States, engaged in the collection and processing of 
secondary metals, more commonly referred to as scrap or waste ma- 
terials, such as scrap metals, wastepaper, scrap rubber, cotton and 
woolen rags and clips, and so forth. 

As the economy of the country gradually returns to a peacetime 
basis, the members of the secondary materials industry increasingly 
feel the impact of Government competition on their operations. 

This competition has been particularly acute in the sweating or 
melting of aluminum scrap and the preparation and baling of scrap 
metals by Department of Defense agencies 

Some of these Government operations in fields satisfactorily serv- 
iced by private enterprise were initiated by Government agencies as 
national defense measures and continued and expanded on the basis 
that they are profitable to the Government, although it has been 
definitely established that the continuation and expansion of such 
Government activities were displacing private industry which has 
historically handled the operations and is willing, able, and anxious 
to continued to do so. 

The Government operations have been continued although it has 
been demonstrated before committees of the Congress, at which repre- 
sentatives of both private industry and the Government have testified, 
that, when all costs were determined and taxes were taken into con- 
sideration, private industry is able to do the job at a lower cost than 
the Government, and in spite of the fact that committees of the 
Congress have recommended to the Department of Defense that 
certain activities in competition with private industry be discontinued, 

An example of competition with private industry by a Government 
operation, which has been recently expanded and which has definitely 
closed one private plant and curtailed the operation of others, is the 
sweating of wrecked aircraft aluminum scrap by agencies of the 
Department of Defense. 

The history of this operation is rather long. I have covered it in 
some detail in a statement in which I have also included, insofar as 
the information is available, the data requested by the chairman of 
this committee as to the number of Government employees, value 
of Government product, and so forth. 

I am submitting this statement, and ask that it be printed in the 
record following my testimony, and I will confine my remarks to a 
brief summary of it and our recommendations. 

Mr. Osmers. The statement will become a part of the record. 

(The statement referred to is as follows:) 
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STATEMENT OF C. V. MaAvupLIn, WASHINGTON REPRESENTATIVE, NATIONAL 
ASSOCIATION OF Waste MATERIAL DEALERS, INC. 


GOVERNMENT-OPERATED ALUMINUM-SWEATING FACILITIES 


An aluminum-sweating operation consists of placing prepared aluminum scrap 
in a specially constructed furnace in which the heat is vegulated so as to melt or 
sweat the aluminum without melting the contaminants, such as iron, steel, and 
copper Prior to placing it in th furnace the aluminum scrap usually wrecked 
aircraft aluminum scrap, is prepared by removing as many of the contaminants as 

| whe izes suitable for charging 
into the furnace The melted or sweated aluminum is drawn off into molds and is 








n necessary, cutting the scrap into s 








comme Known as aluminum pig 

The sweating of Government-generated aluminum scrap has been satisfactorily 
handled by operators of privately owned sweating furnaces since the technique of 
sweatil as developed. During World War II, the Navy Department, under a 
cloak f secrecy constructed four sweating furnaces Bet veen June 1951, and 
May 1952. the De partment ol the Air Foree completed small sweating furnaces, 
referred to ¢ at Kelly Air Force Base, Williams Air Force Base, and 


Bast After uns ecessful attempts to obtain concurrence of 








Ol Authority to the construction of large sweating furnaces 
s ‘ell Base and Tinker Air Force Base, the Air Force, on April 
2? 3, authorized the construction of commerciel-size furnaces at these two 
beses. The Commanding General at each base was informed by the Air Materiel 
Co and Headquarters that ‘a great deal of prudence has been required in 
connectio1 ith this plan in order that possible criticism of the Air Force may be 
avoided” and instructed that “‘due to possible criticism which may be forth- 
coming t is desirable that close coordination be maintained between this head- 
quart and your headquarters.”’ 


Upon learning of the plans of the Air Force to construct commercial-size sweating 
furnaces at McClellan and Tinker Air Force Bases, operators of privately owned 
aluminum-sweating furnaces met with Department of Defense officials, informed 
them that the furnaces would seriously injure the commercial sweating industry, 
and urged them not to construct the furnaces. These requests were denied and 


‘esentatives took their problem to the Select Committee on Small 





ed States Senate. The committee made a thorough study of 

he situation and held a public hearing during the latter part of September 1953, 

during whi the Department of Defense and representatives of private industry 

were given an opportunity to testify and present data The report of the com- 

mittee, whic immarizes their findings, concludes with the following recom- 
meé lat 

On t I f the testimony taken at the hearing and on the basis of all in- 





formation contained in the files, your committee concludes that the operation of 


aluminum-sweating furnaces by the Navy and the Air Force constitutes unneces- 
sary and unjustifiable competition with private enterprise. Your committee 
recommends that the Defense Department take steps immediately to remove the 
Government from competition with private industry in the operation of aluminum- 


sweating Turnaces 
The section of the report on aluminum sweating is printed in full following this 


During the investigation made by the Senate Select Committee on Small 3usi- 
ness, the Air Force continued the construction and completed the aluminum- 
sweating furnaces at McClellan and Tinker Air Force Bases. The furnaces were 
placed 1 peration in the fall of 1953 The operation of these furnaces by the 
Air Force has further curtailed the operations of privately owned aluminum- 
sweating furnace The privately owned sweating furnace of the Mars Metal 
Corp., which was constructed at Sacramento, Calif., to sweat wrecked aircraft- 
scrap from MeClellan Air Force Base, has been shut down since sales of wrecked 
aircraft scrap were discontinued at McClellan Air Force Base and sweating was 
commenced in the Government-operated sweating furnace at the base. 

When it became apparent that the Department of Defense would not delay the 
construction of additional sweating furnaces pending completion of the investiga 





iminum-sweating operations by the Senate Select Committee on 





Small Business, operators of the privately owned sweating furnaces appealed to 
the House and Senate Appropriations Committees, requesting that they prohibit 


the use of funds obtained from the sale of scrap for the construction, acquisition, 
or operation of Government aluminum-sweating furnaces. The Senate Appro- 


priations Committee, in its report to the Senate, dated July 17, 1953, with refer- 
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ence to appropriations for the Department of Defense for the fiscal year ending 
June 30, 1954, included the following statement: 

“Sec. 622: * * * it is the belief of the committee that the agencies of the 
Department of Defense should exert every possible effort to dispose of scrap and 
salvage materials through scrap and salvage dealers and to avoid going into scrap 
operations in competition with such private businesses.” 

The chairman of the Senate Subcommittee on Appropriations, on August 13, 
1953, wrote to the Secretary of Defense, calling his attention to the committee 
report and commenting on it, as follows: 

Avaust 13, 1953. 
Hon. CHarLes EF. WILson, 
Secre tary of Defe nse, 
The De partme nt of Defense. Washington, ot. 

My Dear Mr. Secretary: I am writing to call your attention to the passage 
in the Senate report on the 1954 Defense Appropriations bill concerning section 
622 of the act 

You will note that the committee expressed the belief that every effort should 
be made by the Department of Defense to dispose of scrap and salvage through 
the channels of private business rather than by going into scrap operations involv- 
ing military funds 

The committee has been concerned over this matter because of reports reaching 
it of expenditures by various of the military services for permanent installations 
such as aluminum-sweating furnaces and baling presses which seem to directly 
compete with nearby private facilities. 

I would appreciate your consideration of this matter and your cooperation in 
carrying out the committee’s views. 

With kindest regards. 

Sincerely yours, 
HomMER FeEerRGuson, 


Representatives of the privately owned aluminum-sweating furnaces and of the 
Department of Defense presented their views to the House and Senate Appro- 
priations Committees when the Defense Department appropriations for 1955 were 
under consideration. A proviso was placed in the act making appropriations for 
the Department of Defense for the fiscal year ending June 30, 1955 (Public Law 
458, 83d Cong.) reading as follows: 

“Src. 715. * * * Provided further, That no funds available to agencies of the 

Department of Defense shall be used for the operation, acquisition, or construc- 
tion of new facilities or equipment for new facilities in the continental limits of 
the United States for metal-scrap baling or shearing or for melting or sweating 
aluminum scrap unless the Secretary of Defense or an Assistant Secretary of 
Defense designated by him determines, with respect to each facility involved, that 
the operation of such facility is in the national interest.”’ 
This proviso should be helpful in preventing the construction of additional alumi- 
num-sweating furnaces by the Department of Defense, but does not limit the 
operation of the existing furnaces which have curtailed the operations of the 
privately owned and operated aluminum-sweating furnaces. 

Despite these efforts of the Senate Select Committee on Small Business and the 
Senate Committee on Appropriations to curtail the aluminum-sweating operations 
of the Department of Defense, the Air Force, and the Navy are presently operating 
the following aluminum-sweating furnaces in direct competition with the secondary 
materials industry and at a net loss to the Government without any indication 
that they plan to either curtail or discontinue their operations: 


AIR FORCE NAVY 
Kelly Air Force Base, Tex. Naval air station, Jacksonville, Fla 
Williams Air Force Base, Ariz. Naval air station, Norfolk, Va. 
Holloman Air Force Base, N. Mex. Naval air station, Alameda, Calif 
McClellan Air Force Base, Calif. Naval air station, San Diego, Calif. 


Tinker Air Force Base, Okla. 


The following data on construction and personnel employed in operating the 
Air Force aluminum-sweating furnaces were compiled from information sub- 
mitted by the Department of Defense to the Senate Select Committee on Small 
Business: 
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Cost 
Personnel 
r Force bas¢ date complete 
Air For ba Date completed employed 
Labor Materials Total 

kK $2, 972. 8 $2, 311. 59 $5, 284.46 | June 1951 
W : 18 ) 463. 77 648. 77 March 1952 3 
Holloma 600. 100. 00 1, 500. 00 May 1952 4 
McClellar 5, 939. 98 11, 143. 22 17, 083. 20 August 1953 11 
rink 15, 388. 18 9' 107.9 24, 496.08 | September 1953 10 
“t 23, 926. 48 49,012. 51 33 
In addition, the cost of rehabilitating an aluminum-sweating furnace at Pyote 
Air Force Base (operations have been discontinued) was reported as $13,551.56 

and 27 laborers were used in its operation 

The Navy sweating furnace located at San Diego was completed in 1943 at a 
reported cost of $19,600 Information is not available to us as to the cost and 
date of completion of the other Navy sweating furnaces which were constructed 
under a cloak of seereey during World War II The personnel employed in 


aluminum-sweating operations are reported by the Navy to be as follows 
Personnel 








Locat saaiene 
Nai air station, Jacksonville, Fla 99 
Naval alr tion, Norfolk, Va 15 
Naval air on, Alameda, Calif 6 
Naval a ion, San Diego, Calif 7 

iy ui 50 


Available information indicates that aluminum scrap is sweated in the Depart- 
ment of Defense furnaces at an annual rate in excess of 10 million pounds, of which 
over 5 million pounds are sweated in the new furnaces at McClellan and Tinker 
Air Force Bases The value of the aluminum pig produced from the sweating of 
this tonnage of aluminum scrap by the Department of Defense, at current market 
prices, would be approximately $1 million annually. 

The seriousness of the removal of this large tonnage of aluminum scrap from 
the supply available to the secondary materials industry can best be understood 
when it is realized that the rate of operation of the private aluminum sweating 
industry has been decreasing and the industry is operating at only 40 percent of 
capacity at the present time. 

The Department of Defense has attempted to defend its aluminum-sweating 
operations on the contention that such operations result in a profit for the Gov- 
ernment An analysis of available operating data demonstrates that the 
Government’s aluminum sweating furnaces are being operated at a loss to the 
taxpayers and that the Government can realize a much larger net return from its 
aluminum scrap by selling it as scrap than by sweating it into aluminum pig, 
and selling the aluminum pig. In addition, the Federal Government, State, and 
local bodies would receive taxes from private aluminum-sweating operations. 

In order to get an accurate comparison of the benefit to the taxpayers of the 
Government selling its wrecked aircreft scrap as scrap, versus preparing, sweating, 
and selling it as sweated aluminum pig, it is necessary to base the calculations on 
identical lots of wrecked aircraft scrap which have the same recovery rate. The 
recovery rate is the percentage by weight of aluminum pig that can be recovered 
by sweating from scrap in the condition that it is offered for sale as scrap. For 
the purpose of comparison, it is assumed that wrecked aircraft scrap with an 
average recovery rate of 60 percent can be sold for 8 cents a pound and that the 
aluminum pig obtained from such scrap can be sold for 16 cents a pound. (These 
prices are the same as those used by the Department of Defense in data furnished 
to the Senate Select Committee on Small Business and are approximately the 
current prices On this basis, from a given lot of 100,000 pounds of aluminum 
scrap, which the Government could sell as scrap for $8,000, it could obtain 60,000 
pounds of sweated aluminum pig for which, at 16 cents per pound, it would receive 
$9,600. Accordingly, the Department of Defense would receive an additional 
$1.600 or 1.6 cents per pound for preparing and sweating 100,000 pounds of 
wrecked aircraft scrap 

Under date of June 26, 1953, the Chief of Navy Material submitted a resume of 
the operations of the four Navy-owned aluminum sweating furnaces to the 


GOVERNMENT IN BUSINESS 153 


e 


Senate Select Committee on Small Business. This resume stated that the cost 
per pound for sweating aluminum scrap was as follows: 


Cents 
Naval air station, Jacksonville, Fla 2.13 
Naval air station, Norfolk, Va 3. 00 
Naval air station, Alameda, Calif 2. 40 
Naval air station, San Diego, Calif 1. 66 


The weighted average cost of sweating aluminum scrap in the four Navy furnaces 
was 2.4 cents per pound. These costs cover only the sweating operation and do 
not include the cost of preparation for sweating. 

Under date of January 9, 1954, the Department of the Navy submitted addi- 
tional information to the Senate Select Committee on Small Business in which 
gave its operating cost of preparing and sweating aircraft scrap as 4.76 cents per 
pound of aluminum pig produced. On the basis of the recovery rate of 78.7 
percent given in the data furnished to the committee, this would be equivalent 
to a cost of 3.74 cents per pound of wrecked aircraft scrap processed. The Navy 
data were computed on the basis of 3,350,604 pounds of aluminum scrap processed 
during a 12-month period. During this period, the Navy sweating operations 
were operated at a loss of 2.14 cents per pound of scrap processed (the difference 
between the cost of 3.74 cents per pound for preparation and sweating and the 
1.6 oo per pound increase in value due to sweating), or a total loss of $71,703 
for 3,350,604 pounds processed. The taxpayers would have benefited by $71,703 
plus the local, State, and Federal taxes which a private sewating operation would 
have paid, had the Navy sold its wrecked aircraft scrap as scrap, during this 
period. 

Available operating data and costs on the recently completed sweating furnaces 
at McClellan Air Force Base and Tinker Air Force Base are based on the sweating 
of highly selected aluminum scrap, and no data are available to us from which 
we can compute the costs on the basis of preparing and sweating wrecked aircraft 
scrap from scrap in the form it was previously offered to scrap dealers. The 
Deputy for Procurement and Production of the Air Force recognized this situation 
when, in commenting on the McClellan and Tinker sweating costs, he informed 
the Assistant Secretary of Defense as follows: 

‘There are so many variables—such as scrap prices, ingot prices, percentages 
of recovery, types of material charged, and annual generations—that it is risky 
to attempt any exact projections of the significance of these figures over a year’s 
time.”’ 

While some of the earlier costs at the two recently constructed sweating fur- 
naces may indicate that the Air Force can obtain a greater net monetary return 
by sweating its wrecked aircraft scrap than be selling it as scrap, it is confidently 
predicted that when all costs are taken into consideration and the value of the 
scrap consumed in producing aluminum pig is determined on the same basis as if 
it was sold as serap, it will be found that the new installations are also operating 
at a loss and that the taxpayers would greatly benefit if the Defense Department 
would discontinue its sweating operations and sell all of its wrecked aircraft scrap 
as scrap. 

Scrap dealers are prepared to bid on, and to pick up at the bases, the wrecked 
aircraft scrap in the form it is generated, from complete airplanes, wings and fuse- 
lages, down to parts, engines, etc., of any size or condition. The scrap warranty 
clause in the sales contract, Which requires that the scrap be used as a raw mate- 
rial, assures complete demilitarization of military aircraft and parts available for 
sale, as required by the basic policy of the Department of Defense, without any cost 
to the Government for demilitarization. Recently the Air Force offered and sold 
on competitive bids over 250 reclaimed B-29 airplanes which had been flown to 
Pyote { Force Base, Tex. The planes were cannibalized by the Air Force so 
as to obtain the instruments and other equipment of value to them, which must 
be done regardless of whether the planes are sold as scrap or sweated by the Gov- 
ernment, and then turned over to the purchaser who cut them up for removal and 
sweating. It was not necessary for the Air Force to cut or in any way further 
prepare these planes for sale. 

Aluminum pig is not used by the Department of Defense or by any branch of 
the Federal Government. All aluminum pig produced by the Department of De- 
fense is sold on the open market. There is no more justifies ation for the Depart- 
ment of Defense to produce aluminum pig in competition with private industry 
than for it to produce deoxidizing aluminum ingot, casting aluminum ingot, or 
other items made from aluminum scrap, which the Department of Defense em- 
phatically states it has no intention of doing. Even if the Department of Defense 
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could show a paper profit in its aluminum sweating operations, the few dollars 
profit to the Government would not justify the injury inflicted on the privately 
owned and operated aluminum sweating industry which is presently in a very de- 
pressed condition due, in part, to subsidized Government competition by the nine 
Government-operated aluminum sweating furnaces 

The operation of Government-owned aluminum sweating furnaces not only 
adversely affects the owners and operators of the privately owned aluminum 
sweating furnaces, but also reduces the amount of aluminum scrap available 
to the dealers in secondary materials, who, prior to the withdrawal of the Gov- 
ernment-generated wrecked aircraft scrap from the market, had an opportunity 
to compete with the operators of aluminum sweating furnaces and others for the 
purchase of such scrap. These dealers maintain facilities for preparing aluminum 
scrap for sale to operators of aluminum sweating furnaces, aluminum smelters, 
and other consumers of aluminum scrap. 

It is urged that the House Committee on Government Operations recommend 
legislation which will require the Department of Defense to discontinue the 
operation of its present aluminum sweating facilities and prevent the future 
requisition, construction, or operation of aluminum sweating facilities, by any 
Government de ‘partment, agency, establishment, or instrumentality. 

The following section on aliminum sweating is reprinted in full from the Annual 
Report of the Select Committee on Senall Business of thy » United States Senate (S, 
Rept. 1092, 83d Cong., 2d sess 


c {/ iminum sweating 
During the past year, vour committee received a series of complaints that the 
Air Force and Navy were actively engaged in the process of reducing aluminum 


scrap into aluminum ingots through the use of sweating furnaces Your com 
mittee was told that Government competition was working a genuine hardship 
on members of private industry who had performed such service for the Navy 
and Air Force under contract 

The Air Force had been operating a pilot sweating furnace at Kelly Air Force 
Base, San Antonio, Tex., since earl; 


vy in 1951 and another pilot furnace had been 
operating at Williams Air Force Base, Chandler, Ariz. rae Navy had been 
operating four sweating furnaces since World War II, located at the Naval Air 


Stations at Jacksonville, Fla.; Norfolk, Va.; Alameda, Calif and San Diego, 
Calif 

Your committee’s investigation into the matter culminated in a publie hearing 
held on September 28, 1953, during which both the Department of Defense and 
representatives of private industry testified. 

Industry contentions.—Industry based its case upon the following major points: 

1. Private industry was operating at 40 percent of capacity. 

2. That certain small-business firms would be forced to close down with a 
resultant loss in tax revenue. 

3. That private industry has adequate facilities adjacent to the airbases in 
question. 

1. That Government operation would lead to further expansion into related 
activities 
5. That industry is capable of handling the process more efficiently. 

6. That cost figures and recovery figures furnished by the Department of 
Defense did not give a true analysis of the cost and efficiency of the proposed 
operations 
7. That Government-operated furnaces would operate at a loss to the taxpayers. 

8. That scrap warranty clauses in contracts between the Government and in- 
dustry assure the Defense Department of proper handling of scrap so as not to 
endanger the national security 

9. That no real attempt was made by the Government to consult with industry 
before setting up the furnaces in an effort to work out problems with respect to 
the handling of scrap. 

Department of Defense contentions ——The Department of Defense justified 
Government competition in the processing of aluminum scrap along the following 
lines 

1. That such an operation would reduce problems in the storing, transporting, 
and processing of aluminum scrap. 

2. The Government operation would insure the proper demilitarization of 
obsolete or wrecked aircraft 

3. That a reduction in manpower would be effected. 

1. That there would be a saving of $294,633.11 per year as a result of the 
Government operation. 
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5. That there would be an increased efficiency in the aircraft disposal progran 
\s testimony de veloped at the hea \ it ‘ e obvi that there 
actually two major points of conflict First was the matter of t ost of opera 
on and the resultant saving or | to the Government: second was the problem 
of demilitarization raised bv the Dep tment of D 
Prior to the hearing the Air Foree had furnished ui! st data to the ex 
ittes Witnesses for private industry demo ited that su res did not 
reflect current conditions The most elari i ! was the fact 
\ir Force estimated current market price of aluminum scrap at 3 cents per 
pound when the actual price was between 7 and LO cent er pound That o 
inaccuracy altered the entire cost stud f the Air For 
The A For: iso stated 1 iorm ) itotl ) ) 
ie hearing that the « imated recover ot a im Ww 1 be i) |} 
Representatives of private industry testified that a more realistic figure would 
between 60 percent and 65 percent Industry witn vere ipported i 
mtention by testimony from the National Pro tio Lut ity FE 
repancy coupled with the inaccurate price { tioned above rende 
Air Force cost study valueles Indust witnes also challe d the a 
of figures contained in a cost study ibmitted | N 
During the hearing the Air Force produced a c t overing IS days 
of operation of a sweating furnace at MeClellan Air ] Base, Sacramento, 
Calif The Air Foree did not present these figu to the yy tee prior to tl 
moment when the first Air Force wit va ( The \ be esti | 
that on the basis of the 18 davs’ study, it ould re LO § ui of $144,000 or 
nore per v ear at the one installation Most of the savings were based upon the 
theory that an enormous cost wa tailed in demilit vi ft. if the aircraft 
vere to be sweated in private furna lt ist CO . of the co 
that the service could well arr: e for tl of al 0 \ir | , 
bases by private industry, thereby eliminating t al d high cost of demilitariz- 
ig aircraft parts prior to their removal from a base 
Inasmuch as the argument of necessary demilitarization for purposes of securit 
was only presented when all other arguments had been exploded, it appeare: 
entirely likely that there was little merit to the position taken by the service in 
this respect Industry pointed out that Scrap-warrant\ ciauses in existing 
governmental contracts f r the di posa of SCTap ade yuately pro ected the 
Government Defense witnesses did not produce a single case in which a violation 


of the scrap-warranty clause had occurred, although the service did rely upon 
the example of a service aircraft having been resold in an instance where the 
Government interposed no objection and where no scrap warranty clause had 
been involved. 

Your committee feels that the alleged profit to the Go ernment is extre nely 
loubtful Eve n if some Government pront could be establishe 1, the question 
might yet be asked: “Should not the Government go into all business enterprises 
where there is a chance of showing a so-call 
that the philosophy of government itself, as practiced in this country requires a 
negative answer to that question. This conclusion would seem to be supported 
by recent committee reports of both the United States Senate and the House of 
Representatives. ! 

The background of this matter showed that the Air Force had attempted to 
justify its actions on several grounds. It had attempted to give the impression 
that private industry could not handle the generation of scrap; that there was 
an unnecessary delay in getting the byproduct of scrap back into industry’s 
hands; it attempted to give the impression that the National Production Authority 
had approved the action; it had attempted to give the impression that industry 
itself had given its approval to the plans. These attempts at justification were 
found to be invalid. The committee strong: 
statements, inferences, and tactics by which the Defense Department attempted 
to justify its competition with private industry. 

On the basis of the testimony taken at the hearing and on the basis of all 
information contained in the files, your committee concludes that the operation 
of aluminum sweating furnaces by the Navy and the Air Force constitutes 
unnecessary and unjustifiable competition with private enterprise. Your com- 
mittee recommends that the Defense Department take steps immediatelv to 
remove the Government from competition with private industry in the operation 
of aluminum sweating furnaces. 





d profit?’”’? It seems rather obvious 


ly disapproves of the misleading 
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Mr. Maupuin. ‘‘Aluminum sweating’ is a term used in the trade 
to describe a process under which contaminated aluminum scrap is 
heated in a specially designed furnace until the molten aluminum 


forn sin beads like sweat aro] s off, is caucht and poured into molds 





and 18s mar at d as aiummum p 


| 


Th > contaminants which do not me it, such as i1ron ana copper, are 


ss aad n the furnace and sold or otherwise d last 
removed trom the turnace anc ad or otherwist daisposed ot. 


ree of aluminum scrap for sweating furnaces is 





Wn as wrecked aircrait scrap and is generated 
principal! Navy and the Air Force. 

On it was learned that the Air Force had authorized 
1e construction of large commercial-size sweating furnaces at Me- 
lellan Air Force Base near Sacramento, Calif., and at Tinker Air 
Force Base near Oklahoma City, Okla., notwithstanding the fact that 
the National Production Authority had denied concurrence in the 
construction for economical, technical, and conservation reasons. 

Following unsuccessful efforts to have the Department of Defense 
abandon their plans for constructing the furnaces, the operators of 
privately owned aluminum sweating furnaces requested the Select 
Committee on Small Business of the United States Senate to study 
the matter. 

The committee staff made a thorough study of the situation and a 
public hearing was held at which re presentatives of the Department of 
Defense and private industry testified 

The report of the committee, which is included in the statement that 
I have filed, concludes with the following recommendations, and ] 
quote 


comm 


On the basis of the testimony taken at the hearing and on the basis of all infor- 
mation contained in the fil cs mittee concludes that the operation of 
aluminum sweating furnaces by the Navy and the Air Force constitutes unneces- 


sary and unjustifiable competition with private enterprise Your committee 
recommends that the Defense Department take steps immediately to remove the 
Government from competition with private industry in the operation of aluminum 


sweating furnaces. 

Representatives of the privately owned and operated aluminum 
sweating furnaces also appei led to the House and Senate Appropria- 
tions Committees to prohibit the use of funds obtained from the sale 
of scrap materials for the construction, acquisition or operation of 
Government aluminum sweating furnaces at the time the committees 
were considering the Department of Defense appropriations for the 
fiscal year ending June 30, 1954. 

The Senate Appropriations Committee included the following state- 
ment in its report on the bill, and I quote: 


Sec. 622. * * It is the belief of the committee that the agencies of the 
Department of Defense should exert every possible effort to dispose of scrap and 
salvage materials through scrap and salvage dealers and to avoid going into scrap 
operations in competition with such private businesses. 


The chairman of the Senate Subcommittee on Department of De- 


fense Appropriations wrote to the Secretary of Defense, calling his 
attention to the committee report, the letter being quoted in the 
statement I have filed with you 

In spite of the direct and specific recommendations of both the 
Senate Select Committee on Small Business and the Senate Appro- 
priations Committee, the Department of Defense completed the con- 
struction of the two large sweating furnaces and put them in operation. 
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During the consideration of the Department of Defense Appropria 
tions for 1955, representatives of the Department of Defense and of 


the privately owned aluminum sweating furnaces appeared Delo! 


both the House and Senate Appropriations Committees. \ proviso 
was placed in. the which is now the law, making the appropriations 
for the Department of Defense for the fiscal vear ending June 
1955, reading as follows—-and I quote 

pP / j | o f a f 
) Ee! lbh 1 ! y I \ LCLLIL LE 
or yr f< ( j S ‘ 1 limi f | ed Stat fe 

| bal or ! iy) ( 

Q , | \ ' ~ ( 1) | ad 

‘ fC 1 ’ ’ 

facility in the national ter t 


This proviso should be helpful in limiting the construction of addi 
tional sweating furnaces by the Department of Defense, but does not 
affect the operation of the existing furnaces which have curtailed the 
operations of privately owned aluminum sweating furnaces and so far 
closed one of them. 

The Department of Defense has attempted to defend its aluminum 
sweating operation on the contention that such operations result in 
a profit to the Government. 

Cost analyses presented in the memorandum that I have filed with 
your committee, based on cost data furnished by the Department of 
Defense to the Senate Select Committee on Small Business, show that 
the net monetary return to the Government would be larger if the 
Department of Defense sold all of its wrecked aircraft scrap as scrap 
instead of sweating a large tonnage of the scrap and selling it as alumi- 
num pig. 

Even if the Department of Defense could show a profit from its 
aluminum sweating operations, the few additional dollars profit to the 
Government would not be justified in view of the injury inflicted on 
the privately owned and operated aluminum sweating industry, which 
is at present operating only 40 percent of capacity due, in part, to the 
competition of the nine Government-operated aluminum sweating 
furnaces. 

I have presented these facts, Mr. Chairman, in an effort to show 
the fallacy and futility of depending on the Department of Defense to 
act on recommendations made by congressional committees. 

As long as the decision as to whether or not to enter into, or to 
continue, a Government activity which competes with private business 
is left with the department or agency concern d, there is little hope ol 
any relief for private industry. 

We urge that this committee recommend legislation which will pro- 
vide a procedure under which a private business threatened or affected 
by Government competition can appeal, and under which the findings 
would be binding on the Government department or agency involved 

[ appreciate the opportunity, Mr. Chairman, given me to appea: 
before you on this matter which is so important to the secondary 
materials industry, and thank you for your patience in hearing me 

Mr. OsmMers. Mr. Maudlin, you have made a very good statement 
and there has been considerable comment on the s ibject of aluminum 
sweating, as you know, by the general public 

I was very interested to hear the note that vou ended your statement 


on, possibly because it agrees with the contention that I make—that 
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must establish, by an act of Congress, within the executive depart- 


ment some place where business may lecitimately take its complaint, 


pl ( t belore competent a thority and that the Government depart- 
rie an make | reply and | think only in that Wii) will we ever 
eC] ) hie nnecessaryv activities 
vona hethe ou also feel that anv new activity that a Govern- 
epartni ads to iblist hould be rev ewed by a different 
‘ ( Li ecuUuuly branch in order to determine whether 
J Hou engaged Il rho 
Mr. M We de e] elhleve that it should, Mr. Chairman, 
! ha LVors point oul 1 my emarks and as is more 
tui covers 1 ten 
\I (05M 1 not iit Was covered In your statement 
\ir. M y. As as the decision, the final decision, is made 
by tl artm a involv we cannot expect too much 
\\ (i { iO i LO be CAS 
| 2 to mal it verv clea Nit Cha rman that we bave ho 
, , vhatsoe. with the reception we received when we ap- 
lore the at Select Committee on Small Business or the 
opriatio! LO ( O he House and the Senate They 
l l our ase Thev also heard the Defense De partment’s case, 
‘| ecided in our favor each time, but, as a final result, the De- 
fense Department has refused to follow the definite, specific recom- 
mendati f these congressional committees, and it will require 
me independent agency to direct them to get out of the aluminum 
Weal : yus its 
Mr. OsMER I believe that point is well taken, Mr. Maudlin I 
sim] ( 't see how tl lecislative committees of Congress, meeting 
as th 1O, ¢ nerally, half a vear and then intermittently, and 
hs many oO hei Dp oble i} can sit 1n jude ment on these matters 
and weich all the factors in connection with the establishment or the 
disestablishment of these many activities. For example, we have 
had Armed Services here oday that come under a discussion. We 
have had the Post Office Department We have had the Veterans’ 
Administration We have had nearly every branch ol the Govern- 


ment, or nearly every important branch of the Government, come 
before this committee, and nearly every important branch of gov- 
ernment Is competitive so, you would be in a dozen different com- 
mittees of Congress. 

Take, for example, this young man who testified with respect to his 
belief of unfair competition that he was suffering from the Post Office 
Department. The only man in the Government that he can go to see 
is his competitor, the Postmaster General. He has to discuss his 
problem with his competitor. He can’t get a hearing. He can’t even 
cet ficures 

So, it 1s obvious to me ¢ ‘oneress should act in this field. 

Do vou feel that the Executive should be required to report annually 
to Congress and to the people on progress made in terminating these 
unnecessary activities? 

Mr. Maupin. Very definitely so, Mr. Chairman 

Mr. Osmers. Are there any further questions? 

If no Mir Maudlin. thank you. 

Mir. Founrarn. Mr. Chairman, I would like to make an observa- 


tion 
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Mr. Osmers. Mr. Fountain 
Mer. Ko NTAIN | have been listening with a creat deal of interest 


particularly to your question with respect, I assume, to the subject 
matter of section 4 of vour bill I imagine that is ha you have in 
mind, 


Mr. Osmers. 9890, Mr. Fountain? 

Mr. Fountain. 9890 

| am inclined to agree with you. The only thing that disturbs me 
is the fact that, as you say, in order for it to be effective and in order 
for these complaints to be properly and effectively and honestly heard, 
it appears you bave almost got to have another agency or another 
bureaucracy of some kind: but, assuming for purposes of argument, 
that we set up such an agency which can deal with these complaints 
in an impartial manner, what is it going to amount to, if it doesn’t 
have some teeth or some means of enforcing the rulings which it may 
make? 

Mr. Osmers. I feel, Mr. Fountain, that the Executive, under the 
Constitution and under many, many of the laws that we pass here, has 
authority to act in this field. 

Mr. Founrarn. All right. 

Mr. Osmers. No one has raised the question at all before the 
committee, or before the subcommittee, about the President’s 
authority. I believe that it is in fairness to the Executive, whoever he 
might be, that he, himself, cannot sit in judgment on each case. It 
would seem to me that we, by congressional direction, could establish 
some person or board, or group. 

My original bill, H. R. 8832, I like much better than I do H. R. 9890, 
even though it set up a board, because it seemed to me a little broader 
and probably it would work out just as well. 

H. R. 9890 designates the secretary of Commerce, and he has 
certain very specific duties given to him in the bill; additional ones 
can be given to him by the President, and I feel, Mr. Fountain, and 
the rest of the members of the committee, that if the Se retary of 
Commerce, following the procedure set up mm H. R. 9890, or the 
Anti-Government Competition Board established by H. R. 8832, 
places on the President’s desk a recommendation that the United 
States Government not engage in aluminum sweating in the con- 
tinental United States, it would be my opinion that any Executive 
that we might have would not permit aluminum sweating to be 
conducted in the continental United States. 

Now, that is just my feeling about the tvpe of man that is President 
of the United States, that if he had an intelligent report placed before 
him, by someone who was not directly concerned in it, but that 
every body had been heard, | feel the Executive, the average Execu- 
tive that we will have, will act properly and in accordance with the 
recommendations. 

I think some of the witnesses here—take, for example, the ware- 
house people—may be oversanguine about what may happen to them. 
[ don’t know but what the Government is going to continue to do a 
lot of warehousing, and some of it, I assume, they will have to do 
at all times. 

Are there any other questions? 

If not, thank you very much, Mr. Maudlin, for your statement. 

Mr. Hibben. 
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Mr. Warp. Mr. Hibben, of the International Association of Ice 
Cream Manufacturers, has a statement, | believe, that he wants to 


insert in the record. 


STATEMENT OF ROBERT C. HIBBEN, EXECUTIVE SECRETARY, 
INTERNATIONAL ASSOCIATION OF ICE CREAM MANUFAC- 
TURERS 


Mr. Hinpen. My name is Robert C. Hibben l am executive sec- 
retary of the International Association of Ice Cream Manufacturers. 

We have a membership of 920 corporations operating 2,235 plants. 
Qur members manufacture over 80 percent of the ice-cream manu- 
factured in the United States 

We appeared before the Harden committee and presented a brief 
and a survey, and [ would like to have this brief—it may not be pos- 
sible to repeat it in these hearings, but make a notation, refer back to 
our previous testimony See Harden committee report, pt. 1, pp. 
153-158 

Mr. OSMERS Al] of that testimony by reference IS vroiIne to become 
a part of this record 

Mr. Hrpsen. I didn’t become too interested in this hearing, having 
previously testified, until I received the first increment of commercial 
and industr al facilities to be reviewed, continental United States, 
Department of Defense, instruction 1400.16, from the Department of 
Defense, on which page 11 they show that the Department of Defense 
only manufactures ice cream in three places in the United States. 

Mr. Chairman, in our survey we find that our ice-cream manufac- 
turers, small, medium, and large compete with the Federal Govern- 
ment in 36 States, the District of Columbia, Hawaii, Philippine Islands, 
and it comprises 168 ice-cream plants operated by the Federal Govern- 
ment, and there may be more 

Analyzing these, you will find that 82 of these are being operated 
by the national defense and not 3 as they say in their statement. 

Mr. Osmers. Mr. Hibben, this might be a d fficult question for you 
toanswer. Maybe you are going to touch on it, anyway, later on, but 
are you in a position to tell us how many of the total number of plants 
that you have mentioned are located in what might be called com- 
petitive ice cream markets? 

Mr. Hrspen. Yes, sir; I can tell you. 

\[r. Osmers. That is where two or three major suppliers are. 

Mr. Hinsen. I can tell you right now, they are all in competitive 
areas 

Now, with the Army and the Navy we don’t want to in any way 
stop their manufacture of ice cream on the battlefield of Korea, or on 
a battleship 

We even have a liquid and a dry mix that the dairy industry fur- 
nishes those establishments 

There is even a competitive area in the Philippine Islands, Cook 
Field, because we are an international association and have a member 
there, and that is one of the complaints coming from a Philippine ice 
cream manufacturer, that he is deprived of that business. 

You will find that every one of these 168 are here on the continental 
United States and are in areas where they are in competition with us 
in the different towns and cities. 
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We, as I stated, find 82 of these establishments in national defense 
and 79 in the Veterans’ Administration, 

We have worked on this a vear. We find it is a matter of frus- 
tration 

I feel sorry for a small-business man; he doesn’t know where to go 
0 find out how to stop such competition, because up to date, the only 
place you can go to is the Department of Defense, Veterans’ Adminis- 
tration, or the agencies which ar competing against you 

We were told that thev can manufacture our product from 40 to 
50 cents a gallon less than we can. We will in no way criticize the 
Government's method of cost accounting. However, we have offered 
to actually pay, as they did in Honolulu, for a separate survey on 
costs, on an outside agency, using their system of cost compared with 
the industry's, and we have been turned down 

Then we have another proposition that has been thrown up to us 
all over town and the different places I have contacted, namely that 
we, the Government, are not competing with the dairy industry, 

‘That our organization is buying ice cream mix, and all we are doing 
is freezing it. Therefore, there is no competition.” 

Well, you have about half of the ice cream plants, the smaller ones 
in your district buy that ice cream mix from creameries, flavor it and 
freeze it and harden it and distribute it. 

Even though the Government buys ice cream mix and from this 
mix makes ice cream, it is in competition with the ice cream industry. 

I came here to review these situations and, if you will study exhibit 
A, you will find the Federal Government in competition with the 
ice cream industry in 36 States 

And, Mrs. Harden, there are none in Indiana 

Mrs. Harpen. | just checked that. 

Mr. Hisren. But you will find the biggest offender is California, 
where there are 23 ice cream plants operated by the Federal Govern- 
ment, 

Mr. McDonovuau. That is a big country out there. 

Mr. Osmers. They must have a sweet tooth out there, Mr. Hibben. 

Mr. Hirren. We want legislation that will designate some place 
to go to solve our problem. 

| have gone to your committee people. I have talked to your 
committee people. I have talked to the Hoover Commission. | 
have talked to the Department of Commerce. Now, again | just say 
I am frustrated. 

Now, coming to your two bills—frankly, I like both of them, and 
[I am referring to the Hoffman bill, 9835, and also H.R. 9890. I like 
it a bit better than 8832 because it is a little bit more definite. 

Now, H. R. 9890 should include some of the language in the Hoff- 
man bill for this reason: This machinery is set up in H. R. 9890 
but the direction is not there; 9835 tells the President of the United 
States, If you are carrying on business that is competing with business 
for profit and it doesn’t interfere with the operations of the Govern- 
ment, get out. 

Now, we could have a little bit more of this in H. R. 9890. How- 
ever, H. R. 9890 fills the bill, as does H. R. 8832, because you have an 
actual place to go to lay your cards on the table. 

The only thing I don’t like about H. R. 8832 is that commission, 
the large commission, as I understand, that will be formed. 
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H. R. 9890 places the responsibility of solving this problem in the 
Departn t of Commerce 

Now, another thing in H. R. 9890 when the Government reports 
to the ] au OL ti budget, th should be a public report because a 
Government agency can report to the Bureau of the Budget and if 


there is a report on a certain ice cream establishment, or some other 


establishment out in the country, the industry would never know about 
if 

lor exal le vhen the different agencies re port to the Bureau of the 
B daget o tatistical surveys ve are informed, and we have the 


privilege ol oing over and discussing it \ ith the Bureau of the Budget 
Because of such a policy, industry has saved—the industry through 
the trade associations particularly have saved—the Government 
thousands of dollars on helping them with their surveys, and they 


could do the same thing here. 

| don’t know whether vou are going to get legislation through this 
session because you folks, I know, hope to get out of here August. | 
but this legislation should be No. 1 on the docket next year, at the 
next session, because our people are definitely interested in solving this 
problem. 

Now, vou study this exhibit—you will find a little post or a little 


town, or a field, or a PX—-well, that doesn’t mean much on paper, but 
il vou were a small-business man and we have rot over 200 in the 


association manufacturing from fiftv to seventy-five thousand oal- 
lons a year, and he loses a 10,000-gallon account in a PX, or other 
Government agency, it means something to him 

Mr. Osmers. Yes; it does 
Mr. Hisspen. Now, in all fairness to the Army, we sell millions of 
gallons to the Army, They are buying a lot of ice cream for the 
commissaries and PX’s. It is only in these certain cases that they are 
roing into the manufacture of ice cream . 

The Navy is a larger offender, having ice cream plants in the con- 
tinental United States 

That is my statement, Mr. Chairmat 

I will be glad to answer any questions 

Mr. OsMers 
that I would like to develop with you for just a minute. You men- 
tioned that if the job was turned over to the Secretary of Commerce, 


Mr. Hibben, there is one phase you touched on there 


AS propost d uy der QNOU) the msec»r¢ tary would unquestionably establish 
section within thi Department of Commerce to handle this matter 


s , . : : 
and, as one of my colle agcues here when we discussed this earlier mn the 


aay, Said, that would cost some mo! ey Now. obviously, it would 
It would require personnel. It would require personnel of judgment, 


wisdom and experience, and it might cost thousands of dollars; but 
I would just like to have your statement on the amount of tax 
revenue—not in dollars, but the comparative amount of tax revenue— 
that the Government could pick up by getting the Government out 
of some of these unnecessary competitive activities and have private 
business perform them and pay taxes. 

Mr. Hinpen. Well, I have not that figure in mind, sir. 

Mr. Osmers. No one does. 

Mr. Hissen. But if this goes forward into legislation I have right 
in my mind a questionnaire that I can send out to my members to 
secure the desired information, and when you consider some other 








ments made here today it runs into the tho nds of dollars, the 
l Sin ta won 
Mir. OsmMet Ob i ly l \ e aeal il LLK¢ F l ries 
aome «U0. SU wmihion dollars of laundrv b i ( e corpo « 
IT me taxes that ould rin into the Gove [ if op ( 
kk that over, fe imp vO i 10 ( \ repa 
personnel we might employ here in the Governime to sit m judgmer 


on the matter 

Mir. Hipren. You see, Honolulu is the worst example, and we have 
five members over there, and they write to me, and similar to the 
letter that Colonel Castle got, that they have an ice-cream plant, and 
thev deliver ice cream to every military establishment in the Army on 
that island. Our members have been struggling for vears to get rid 
of such competition, and have never been able to do it 

Mr. Osmers. In other words, it is just a straight out-and-out 
business, commercial-type activity of the Government in a competi- 
tive private market? 

Mr. Hipsen. And I neglected to say we have other agencies. There 
Is an ice-cream plant right over in the South Building of the Agri- 
culture that supplies all their cateterias 

Vir. Osmers. We don’t have to go to Honolulu? 

Mr. Hispen. No. 

Mr. Osmers. Are there any other questions for Mr. Hibben 

If not, thank you very much, Mr. Hibben, for vour statement 

Mr. Warp. We have another witness, Mr. Cerin 

Mr. Osmers. At this time 1 would like to insert in the record the 
statement of Mr. L. R. Sanford, president of the Shipbuilders Coun- 
cil of America. 


(The statement referred to is as follows 


STATEMENT OF L. R. SANFORD, PRESIDENT, SHIPBUII RS COUNCIL OF AMERICA 

| arn president of the Shipbuilders Council of America, a trade association of the 
shipbuilding and ship-repairing industry which includ in its membership i 
addition to shipbuilding and ship-repairing companies, allied industries which 
Specialize n the design and manufacture of marine mac} ery and equipme 
l appe ar here today in response to your telegraphic requ that the organization 
which I represent testify at this hearing on the subject of Government competition 
with private industry 

he principal Government compet on with which private hipbuilding and 
ship-repairing vards are concerned is that of the naval shipvards, of which there are 
10 located in various parts of the country, 6 on the ea coast and 4 on the west 
coast Those on the east coast are located at Portsmouth, N. H Boston, Mass 
New York, N. Y.; Philadelphia, Pa.; Norfolk, Va.; and Charleston, 8. C Those 
on the west coast are located at Long Beach, Calif.; San Francisco, Calif.; Vallej« 


Calif., on the Sacramento River about 20 miles from San Francisco; and Bremerton, 
Wash., across Puget Sound from Seattle 

It should be noted at the outset that the shipbuilding and ship-repairing 
industry does not in any way advocate the elimination of the naval shipyards a 
they are recognized as facilities necessary to the operation of the Navy, both in 
peacetiine and during a war All that the industry has ever advocated is that 
the function of the naval shipyards be considered, not as a primary source o 
naval shipbuilding and ship repair, but as a necessary auxil 
industry, and that they be operated in such a manner as to | 
industry a reasonable share of naval shipbuilding and ship repairing rather than 
as a monopolization of such work to the exclusion of the private industry Such 
a procedure would be consistent with the practice of the British Admiralty in the 
operation of its royal dockyards 

It has been conclusively established that in time of national emergency or war, 
the Navy must rely upon the private shipbuilding and ship-repair yards for the 
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} of the ava hipbuilding and hip repairing required under such circum 
i ct i t! i i LI { t] i li¢ tne V« r e ol work neces- 
sarv u ( 
It fi; ; that the i ry a vital element of the mobilization 
Dp ( a equate work to assul e maintenance of 
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na I perform a specialized 
ea } i hrough the performa of such work in 
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p an merchant rine in active operation, to such an extent 
) ards | i 1 critical 1ati 
it fe. i from the record tl while the naval shipyards necessarily expanded 
} em} World War II, as did the private shipbuilding and ship- 
repair at i Dee i 1 to the extent as the privat« 
vard The } ’ ul was the control of the 
Navy, | hat of the private yards was the result of the inexorable pressure 
of e nic neces 
I f ting and instructive to note the relative employment in the naval 
a ’ ' red with the private var over the vear lhere is attached 
as ex} tAa art O that relative employment from 1923 to date 


privat hipk 
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d that the pattern of relative employment in the naval shipyards 
ed anpproximatel 10 percent of that in the private vards, whereas 
greater than that in the private yards and even now is approxi- 





to it in the private ard if the emplo nt in the private 

t vindle as it pres 1 loing, the mployment in the naval 
eed I at uy 

by the Government t naval shipyards is a heavy 

available the council. It would have to be obtained directly 

j ‘ t e are Oo sta t Vallabdie as @ Dasis for estimat- 

t 1 repairing facilities 

hea ne In the se of the private yards, however. it is necessary 

ngs to be sufl tt maintain the facilities and absorb the costs 

eration of rivate ent I Lhe iva pyards are under 

| ner . il ’ enti ! ved ihe maimtenance 

f bv t ! n of Government funds a iired by tl taxes 

e 1 11a and d UI of the co I that maintenance 

tever the leve operation, and there is no deterioration of facilities 

low rat \ naval pvard could be maintained on 

In a private enterprise, however, there is a minimum level of 

\ the tacilitle cant pe mé ta d or an adequate nucleus 


er the pr t 1 y of the Navv with respect to the operation 





pvar ind the ization by the Navy of the private shipbuilding 
pbuil e er mn of the Navy in recent years has 

The Navy as rec ed the critical situation with respect to 
Idir and has allocated naval construction contracts to ship- 
to the extent p ble under a limited naval construction program 
helping to maintain at least part of such yards at a reasonable level 


It is in the Navy’s own interest to take this action, as it necessarily 
lization potential of the private yards in any war ship 
‘am, covering both naval combatant ships and various types of 





to naval repair work, the situation is somewhat different although 
Navy during the past year has cooperated in the allocation of naval 
the private ship repair yards, not to the extent or at the rate that 
lustry would like to see done, but to an appreciable extent. As a 
last year to the present Secretary of the 
of the Navy, a policy was inaugurated by 


to divert a greater proportion of naval ship repair work to the 








tions mad 





was Under Secret 


GOVERNMENT IN BUSINESS 165 




















private ship repair vards n had heen the pri 
it was pointed out that the relative employmer 
of all proportion to the prewar pattern and that 
A reduction in force i he naval pvards wou 
employment in overall ship repair ctiy s 
Dy representative { ( val shij 1 ind oO nterest n- 
tain t level | ipvard i assun e same 
total volume of work, a reduc emplovmer , na hipyard, as a@ 
resul f diversion of work to } ute yard would ( rily involve b- 
ntially equivaler al compensatory Increase in empl ent in private 
ur il nat particular npe rea 
| Y hic ) ( val j urd tiled 108.000 as of Mar 
IY B larch 195 i ir later, as a result of the f poli tl ad 
1 r¢ ' oO ) r ite » per i the 1 eed 
t d rt luc t it res I 
that ring the ( ‘ OD ra f ct I 1 be aecel ited and 
rely! ] ser te I tl \a Tho isto A nN | lé I I 
ultimate hope Ss that eve iall 1 re ar patter rit Dstar al « iivaient 
vill have ( restored 
Chere is another phase of 4 hipvar A hich cau { ib] 
private shipvard the ractice of tl nN from time to time te uke 
i surveys of the industrial area hic naval shipvards are located for the 
rpose of a tI i i rid \ ! plovees in the uf ship 
: s The Na ‘ ot | t itself ing Wage levels for naval 
ad to th af’: : shipvards { a lved. but takes ir any 
other t es of ty xu ! hic in ca th wag ure } r 
han in the } ds As a he a 1 Wage det« I atl 
made applicable to a val ipva it ts a ‘ pattern higher than ‘ 
existing one in the pri irds ch has ( i d upon as a result of collec 
{ bargaining. ‘J the wage pattern of the naval shipyards usuall eads 
that of the private ards with unf ( ( iit tft ma s it difficult for the 
| ards to ¢ ( f led la r >I ides 
1 : tion Cir aninn * { ie pI ‘ ike n 1 i 3 
for A 1 x wes A t f) te thus e7 : , ‘ it , ‘ 
industrial relations t ( 1 CASV ( ! en a ng coll ! 
bargaining ag mer 4 { e t ) Tha i oO ids iall 
inc , hinpvard ts. alread i st priced t of npetit market, and 
it Impet { A ti I Aa ) crea r t 4 1 Na 
Lric lat ( i t¢ : : 
Vavv surve indaf id ‘ f N ra ( ) id infinit 
not practical t« u i ulue on the ¢ nine rod ro 
{ Val ard ( ! ( oO h } ) vit 
sted ) The onl O yur ‘ i formatio 1 be the 
Department of the Na lf 
As for taxes lost t iit VIS S ot praetical to even estimat 1 LOSS 
It ould lf i t ) I it } { i ip const tion and 
repair worl laced in} ite shipvards et come on a greater yun 
rk in the SA s ) ras 1s ine l,as aresul I i re ! ta 
will | due the ( I t A} ! pris nerat tal } WS 
little in the way of income taxes, while one operating at a k as t 
of tax revenue 
The question of competition of the naval shipyards with the privat ndustr 
is not a new on As long ago as 1932, this organizatior ibmitted a sta ent 
to the special committee appointed pursuant to House Resolution 235, adopted 


May 31, 1932, to invest 





ate the Government’s competition with private industry 
(iso, in 1937, the council issued a brochure on commercial shipyards and the Navy 
in connection with recommendations made bv t} Nve committee 

On January 12, 1953, the council submitted to Congressman Coudert a report 
on Government competition with the shipbuilding and ship-repairing industry, 
in connection with House Resolutions 12 and 15 introduced by him on January 3, 
1953, copy of which is attached hereto for the information of this committee 

Likewise on June 17, 1953, the council submitted a letter to Congresswoman 
Harden, chairman of the Subcommittee on Intergovernmental Relations this 
committee, copy of which is also attached hereto for the information 
committee. 

In conclusion, it may be said with respect to the competition of naval shipyards 


of 
of 


with the private shipbuilding and ship repairing industry that, insofar as ship 
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Mr. O Mr. Sanford was unable to be with us this afternoon, 
] anv of the members ol the « INmMittlee had any ques- 
ns arising from the statement which he has submitted that we would 
sen nose questions to | l riting So, if anv of the members of 
thre TLL bee have any Statements arising from Mr. Sanford’s 
statement ve would be happv to send them to him for his reply. 
Mr. Cerin, will you proes F 


STATEMENT OF ELMER CERIN, REPRESENTING E. P. HINKEL & 
CO., INC, 


Mr. Certn. My name Elmer Cerin, and I reside in Washington, 
D.C. | am appearing before this committee as the representative 

I inkel & Co., Inc., a small-business enterprise located in 
Washington, D. C. I had previously been a career Government 


20 vears, primarily working in or with the mulitary de- 


peehe OLIN 

After a careful studv of H. R. 8832 as well as the hearmgs and 
reports of the Harden Subcommittee on Intergovernmental Relations, 
l earnestly and unreservedly endorse the principles enunciated in the 
pend v legislation 

The termination of industrial and commercial activities being per- 
formed Dy militarv and other Government acer Ss and the transfe 
of such activities to private business, capable and willing to perform 
at the lowest competitive price, | fill the basic objec tives of our free- 


enterprise system 

For the past 10 months I have been engaged in an intensive program 
to demonstrate to the military departments that millions of dollars 
being needlessly wasted because the repair shops are 
not capable of properly repairing and reclaiming canvas end items 

In my visits to military supply depots, purchasing offices, repair 
shops, and other military installations, I have been repeatedly 
informed that the military departments are adequately equipped to 
reclaim all types of canvas end items; yet, a review of the huge amounts 
of canvas being sold as scrap at a few cents per pound would disclose 
that a high percentage of such canvas is properly and economically 
reclaimable. We have so demonstrated to the Ordnance Corps 
by accepting two pilot contracts for processing truck canvas and 
reclaiming 70 percent of the items which the classification officers had 
designated as not being economically reclaimable. Moreover, we 
saved the Federal Government over $135,000 on this test program. 


1! 
annually ure 








thre a nts TO pian to recian CuI sand it carel ni \ 
110} ed eC Ot 7 tv to the |} Hinkel & Co Liv 
in th mou of $180.000. but the milit nts we nm 
inter d in developing privately owned cat 3 rey hops in col 
petition Ww h the vy repair shons and have su XO! pres 
to ha the expansion oal for canvas reclamation facilities 1Osed 

In the meantime, the military canvas repair shops, using antiquat 
canvas-reclamation meth mproperly aired and Ee ipped, ana 
seared to low output. continue to ¢ ill ou a small quantity of tl} 
easily req | ( d releoa bul t ( is to the seraqy 
hye ip 

Qn no kno eCOnOMIC DASI hn the ¢ { ] ( oO thre ( Iie {lic I 
Cnt 3 1 ) ho Ss | Ippo! a I} } CoO hy I thi vol li 
processed low: the quantitv recovered small. and the processed item 
far inferior to that reclaimed by private facilities 

My purpose in pinpointing the canvas repair activities of the mil 
tary departm«e its is merel to present an example of an operation, of 
which | happe n to possess some knowlede as maicatiy of the dith 
cultv of removing this cancerous growth from our economic system 
There is a natural tende y bv the offielals in char: to protect an 
activity that has been in existence for some time; some benefits can 
always be advanced 

But if we are ever to challenge successfully the industrial and com 
mercial enterprises which permeate the entire Federal Government 
and especially the military departments, there must be a willingnesss 
on the part of the Government agencies to serutinize their activities 
and to terminate as soon as possible those activities which can and 
should be performed by private business There has been some 
voluntary policing but the process has been very slow. In addition 
in wumportant areas where large and well-established facilities exist 


the Oppos1tion by Government officials continues to be intense and 
the facts upon which to base an unbiased decision meager or beclouded 
It is for this reason that I favor the establishment of the proposed 


Anti-Government Competition Board of Cabinet rank in order to 


effectuate the decla ed polic of the Congress wilh respect to the led 
eral Government being engaged in busine s-type competition with 
privately owned facilities 

Mi Chairman, that is the end of my prepared statement, and | 
Ope } Ol q est mS ; 

Mr. Osmi Tha \ much for t t st ment, Mr. Cerin 

Do e have any i from the com Lee 

You feel, of course, Mr. Cerin, we should , entality 
in the exec \ aepartm { I iew thes ) ‘ ons 

Nha ( | \ i I rUl C TOP Grover! Irie t @] plo ( Kk rie Vine 
what Government is and ho it operates 1 we 1 thu the provisions 
nadaer ti R SSo2 1s a ste p ,thel ht « rec on of iy th independ 
ent Government establishment passing upon the iniormation sub 
mitted to them by the various Government agencies concerned 

Nii (OSME Don't vou f e} it would pew the publy hnterest Nii 
Cerin, to have an annual report from the Preside to the Congress 


and, of course, to the people of the United States on the progress being 
made in eliminating Government competition 


Mr. Cerin. Absolutely, su 
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Mr. Founrary. Mr. Chairman, I might say if we required that, and 
made it mandatory, we might eliminate the necessity of all the other 
provisions of the act 

Mr OSMERS. Probably SO, Mr Fountain 

Are there any other questions of Mr. Cerin? 

Thank you very much 

Mr. Cerin. Thank you very much, Mr. Chairman 

Mr. Osmers. The committee will stand in recess until tomorrow 
morning at 10 0 lock 

(Whereupon, at 4:40 p. m the hearing was recessed’ until LO a. m., 
Friday, July 16, 1954.) 





GOVERNMENT IN BUSINESS 
(H. R. 8832, H. R. 9834, H. R. 9835, and H. R. 9880) 


FRIDAY, JULY 16, 1954 


Housrt oF REPRESENTATIVES, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, dD. ¢ 

The committee met, pursuant to recess, at room 429, Old House 
Office Building, at 10 a. m. Hon. Clare E. Hoffman (chairman of the 
committee) presiding. 

The CHatrMan. The committee will come to order. 

Who is the first witness this morning? 

Mr. Warp. The first witness is Mr. Seegmiller, but I do not see 
him, 

The CHatrMan. Is he here? 

Mr. Warp. No, he is not. 

The CHarrMan. Call the next witness. 


Mr. Warp. Mr. Boland. 


STATEMENT OF DANIEL BOLAND, GENERAL COUNSEL, NATIONAL 
PAINT ASSOCIATION 


Mr. Bouanp. Iam here. 

The CHArrRMAN. You may come forward, Mr. Boland, and proceed 
with your statement. 

Mr. Botanp. Mr. Chairman, my name is Daniel L. Boland and I 
am the general counsel of the National Paint, Varnish and Lacquer 
Association. 

The association has as its members the manufacturers of paint, 
varnish and lacquer, who constitute approximately 94 percent of the 
total national volume of those products. 

I want to thank the committee for the privilege of appearing here, 
and also express gratitude of the members of the industry for what 
this committee has done in connection with the paint industry and 
the subject of government competition in business. 

The CHarrMan. Off the record. 

(Discussion off the record.) 

The CuairMan. You may proceed, Mr. Boland. 

Mr. Botanp. The purpose of this statement is a sort of progress 
report to indicate that we have been before this committee and 
have been examined and investigated. There have been two directives 
from Congress on this point, and we are happy to report that the 
Navy Department has curtailed considerably their Navy paint 
manufacturing operations. 

We appear specifically this morning to support H. R, 8832. The 
formal statement which I have submitted here is sort of a progress 
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Varnish Lacquer Associatio 00 Rhode Island Avenue NW 


We 


Mr. BoLanp. I might say that the progress made on overcoming 


the arcumen of the Navy Depa ment finally have come down to 


where their main. maior ai me t today tor retention ol these manu 
facturing facilities is quality control Private industry maintains 


LV and 


| they can produce en L { Food qua with as cood a 


durability as the Navy doc We submit if this excuse for manu- 
factu paints is apphed to all naval supply items, then private 


enterpl Would have no I to do in the defense field. 

There are Oo pal raphs of my statement | would like to read 
and | 1 0 the ; ention o he ommiittee Tha IS, the first one 
this we have p oposed o the N; V\ De ps riment as a result ot these 
heari he hearing by the Harden subcommitte: the establish- 
mel ( ‘ ! Navv-Ine try Committee to study Navy paint 
iz ! I lily ontrol inspection methods, procurement 
metho ar mprovement of specifications and other matters. 

Wi Hi! nro h that all of the know-how and technical ability 
of the private paint industry would be made available to the Navy. 

The second | posal we ibmit to the Navy is that the industry 
thre ! he association has offered to plac the personnel trom dis- 
CO ed Navy ] plants in comparable positions in the paint 
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these m l¢ < Cae ernment competitlio! adi t thev wi 
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l tume on th 1] ff Governn ympetition 

i ) i told 1d told, : U! POLICE e been set le 
tary of Defense and the President have affirmed those poli but 
still some affirmative action must occur in the executive department 
to bring these thin to a determination 

We think H. R. 8832 will furnish that means, and we ask that the 
committee give it a favorable and unanimous recommendation 

i think that is a l have to L\ 

The CHarrMan. Are there any questions? 

Mr. Osmers. You have partially answered the first of three que 
tions which | have been directing to all of the witnesses after an execu 
tive session we had vesterday morniny hat is, by expressing your 
favor for 8832 vou obviously believe firmly that Congress should 
establish vithin the executive department a place where ] ute 
industry may present its case and the facts and figures; and where 


the appropriate Government de partment May aiso state its case 

Mr. BoLtanp. That is correct, sil 

Mr. Osmers. Second, do you also feel it would be in the publi 
interest for the President to be required to make a report each yea 
to Coneress concerning progr S made by the executive dep: riment in 
this field? 

Mr. Bo.anp. I do, sir. 

Mr. Osmers. Third, do you feel before any Government depart 
ment could enter into an unnec ssary competitive business activity 
that they should be required to present the yustincation 101 that to 
some Government aepartment sue h as the Director of the Budget? 

Mr. BoLanp. Yes, sir 

Mr. OsMER In other words, the Navy is makine paint and thi 
Air Force is not. 

Assuming the Air Force decided they wanted to start to make paint 
tomorrow, do you feel they should be required, before being permitted 
to do so, to present their case and prove 1t out betore they can ente 
into that activity 

Mr. BoLanp. I do 

Mr. Osmers. As I reeall—and I would like to have vou bring the 
committee up to date on it a little bit-——as I reeall 
facturing report the Navy made the quality control contentions 
which you mentioned in your statement, and they also said that th 
patents on some of the antifouling paints were privately held. Is my 
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recollection correct? 
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Mr. Bouanp. That is right, and that is why I read that telegram 
into the record, because it comes from the holder of the license—the 
holder of the private patents is that company 

Mr. Osmers. The American Marine Paint Co. Is that right? 

Mr. Botanp. Yes, sir. 

Mr. Osmers. As I recall it, the holder of the patent is a retired 
Nay captain. 

Mr. Boutanp. A retired Navy captain named Petrie. 

Mr. Osmenrs. He is not, 1 assume, presently on active duty with 
the Navy? 

Mr. Botanp. That is my information. 

Mr. Osmers. Do you happen to know whether he is presently 
engaged in the private paint business? 

Mr. Botanp. I don’t know that, sir. 

Mr. Osmers. You don’t know whether he is or not? 

Mr. Botanp. That is right. I do know that the American Marine 
Paint of San Francisco now hold the patent, which it is my informa- 
tion they purchased from Commander Petrie; and holding it they are 
manufacturing these plastic paints under the patents. They stand 
ready to grant licenses, as they advised the former hearing of the 
Harden subcommittee 

Then this statement indicates that there would be no royalties 
payable on any Navy procurement of those items. 

Mr. Osmers. Mention was made here yesterday, I believe it was 
by Mr. Condon of California, who has some Navy installations lying 
within his district, that he thought it was quite necessary for the 
Navy to continue in the experimental field, that is, in the laboratory 
field in paints. Is there any private organization experimenting, 
testing, and developing in the paint field? 

Mr. Bo.anp. Every private paint manufacturer of any repute at 
all usually has a research and development staff for laboratory work, 
or it might be just one man. All those facilities are available. They 
are always constantly developing new products. 

In that connection I might state, Mr. Osmers, that in our presenta- 
tion to Mrs. Harden’s subcommittee last June we recommended that 
the research and development phases of paints now existing in the 
Navy, be continued; that the Navy should continue its research and 
development and also work with private industry. 

Mr. Osmers. You feel that they should and it would be proper for 
them to do so? 

Mr. Botanp. That is right, sir. We think the research and 
development should be a joint enterprise between the Navy and private 
industry. The two of them are in there and it is already existing in 
the Navy, but we do think that the production should be private. 

Mr. Osmurs. I am inclined to agree with that conclusion. For 
example, the Navy is developing an atomic submarine in connection 
with the Electric Boat Co. up at Groton. It is obvious certain special 
paint requirements will arise as a result of that, and I assume for 
reasons of national security and experimentation it would be proper for 
them to continue on experimental operations in connection with paint. 

Tell us a little bit about the contracting for plastic paints. How is 
that worked out? 

The CHarrMan. Wait a minute. Was that not covered in the 
subcommittee hearings, Mr. Ward? 
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Mr. Warp. The thing there, Mr. Chairman, was that the Navy 
was going to make an experimental contract to see whether private 
industry could produce the plastic paints at a fair price and at the time 
of the hearings there was no evidence as to what had happened. 

I think it would be helpful to have a statement, Mr. Chairman 

Mr. Osmers. Could vou bring us up to date on that? The Navy 
was just about to do something about that at that time. How did 
it work out? 

Mr. Bo.anp. It worked out as follows: I think they sent out invita- 
tions to a list of 45 to 50 paint manufacturers. As to the number of 
bids that were received, | do not have the exact figures, but they did 
receive bids from a substantial number of paint manufacturers. The 
award was made to a paint manufacturer who submitted a price that 
was practically comparable to the Navy’s costs, and which I referred 
to in my testimony. Any number of paint manufacturers in their 
bids or by private correspondence with the Navy indicated they were 
willing to manufacture and submit their bid, but they were conditioned 
on the fact that they would require an expenditure of money to put 
the equipment into the plants to make these hot plastics, but they 
would be very glad to do that provided there was an assurance from 
the Navy that they would continue to purchase these plastic plants 
by private procurement. 

As you know, that assurance was not given by the Navy. The 
bid was awarded to the American Marine Paint Co., which has the 
patent to manufacture those plastic paints. 

Mr. Osmers. So the plastic paints eventually were made by a pri- 
vate paint company. Is that right? 

Mr. Botanp. That is right. 

Mr. Osmers. Did that cover your question, Mr. Ward? Was that 
the point you wanted to get into the record? 

Mr. Warp. Yes. As to where they stand now on plastic paint 
manufacture by contractors. 

Mr. Osmers. Apparently the only manufacturer who has the 
equipment to manufacture what you called hot plastic is the American 
Marine Paint Co. 

Mr. Botanp. At present. There are a number of private manu- 
facturers who are ready to purchase and ready to install the equipment 
to produce these hot plastic paints and take a license from the patent 
holder, providing the Navy gives some assurance there would be « 
continuance of this private procurement of these products. 

Mr. Osmers. | have no more questions. 

The CHarrMAn. Mr. Lipscomb. 

Mr. Lipscoms. No questions. 

The CHarrMan. Of course, you realize that the claim is made that 
there is a monopoly among some of these paint manufacturers and 
that they are overcharging ‘the Government, don’t you? 

Mr. Botanp. That I think cannot be supported, because in the 
paint industry itself there are about 900 manufacturers, and I should 
say that 

The Cuarrman. Of course, there are I don’t know how many 
hundreds or thousands of oil stations, but nevertheless the Govern- 
ment found it necessary to get after the gasoline and oil boys. The 
fact that there are many of them does not prohibit a monopoly. It 
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Che CHarrMan. Of course, that is the argument, or one of them 
As vo i, it is suggested that it is one of the principal arguments 
for the Government getting imto these different forms of business 


That is, that the private manufacturers have been overcharging, which 
[r. OSMEI You get as much as you can, Mr. Chairman. 
Mr. Botanp. I do not know of any such charge with respect to 


l ) 
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CHAIRMAN. You never heard of that with respect to paints. 


Mr. Botanpn. No, s 


The Crarrman. I have no more questions 
Mr. Be np. There is one item I would like to bring to your 
tention, Mr. Chairman, about progress. It dovetails into our sup- 
port for 8832. That is, the paint industry as a result of what has 
peen qaone 1s now being invest ated under a directive of the Secretary 
Defense. That report is due on the 8th of August, but we do not 
KnOoOW what it is going’ to say 
Wi Vierntec to point out n the d rective of the Secretary of Defense 
t provides that the Navy shall pass on the question as to whether 
or not they shall stay in business 
The CHuarmman. Whether they shall what? 
Mr. Botanp. Whether or not they shall stay in the paint manu- 
facturing busines We think 8832 by moving it over into an impar- 
C v will get md of an such question as that. 
The Cn MAN. Thank you very much for appearing. Your 
ment will be made a part of the record 
Phe prepared statement ol! Mr. Boland is as follows 
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report on Government in business (H. Rept. No. 1197, I ruar », 1954) and 
our specific report on paint manufacturing (H. Rept. No. 1672, May 25, 1954 
| appear today to support H. R. 8832—entitled, a | » terminate 
e activities of he Go ronment whieh ar conducted in competition Ww l 
| ate enterprise, to establish the Anti-Government Competition Board, and 
for other purpos and introduced by Congressman Osmer Ch paint mar 
facturing operations conducted by the Navy Department have been investiga 
by this committee, during the 82d Congress under the subcommittee chairmanship 
of Mr. Bonner of North Carolina, and the 83d Congress by your Subeommitte« 
on Intergovernmental Relations with Mr Harden as chairman Che re 
are shown in the committee’s report on paint manufacturing, a copy of which 
is attached fe I of each committee member. 


Our experi during and after those congressional investigations we submit 





furnish adequate reason for the early enactment of H. R. 8832 

Despite 2 specifie directives from Congress, 1 in 1932—the second from this 
cominittee, following extensive and thorough hearings, we still find the Navy 
perating 2 paint plant It is also noteworthy that an impartial study made in 


1952 by the National Security Industrial Association Advisory Committee for 
Paints and Related Protective Coatings at the request of and for the Secretary 
of Navy also recommended his consideration of the advantages of paint manu 
facturing and the utilization of Navy paint facilities for other Navy yard activ- 
ies {t present, the number of paint items manufactured by the Navy has been 
reduced, but we have no assurance of cont ) 
in 1946, the Navy curtailed its paint production to 24 items and it was not until 
this committee conducted its hearings in 1951 that it was disclosed that the Navy 
had since expanded its operations to 150 paint item 

It is our experience and conclusion that the Navy has continually changed its 


i¢ 
Lt 


inuance of this situation Once befor 


excuses for retaining the paint plants. The matter of cost came up during the 
hearings of the Subcommittee on Intergovernmental Relations. Navy cost 
figures were questioned by subcommittee members as to their completeness as 
compared with private industry’s cost systems At the insistence of the Harden 


subcommittee, the Navy requested bids from a selected list of manufacturers for 
a limited quantity of antifouling paints. The gallonage involved was not suffi- 
rant the installation of certain necessary equipment At this time 
only one manufacturer had been licensed by the patent holder to make these 





cient to war 





types of paints, but no royalties are payable on these patents for any paint pro 
duced for the Navy Nevertheless, several paint manufacturers have stated that 
they would install the required equipment if the Navy would continue to buy o1 
bids from private industry. No such assurance has been given Furthermore, 
new type of ship-bottom paint, known as vinyl type, will replace these anti 
fouling paints Che new paints are being developed by the Navy in cooperati 
with a private company It is significant that these new formulas were originated 
by private enterprise. We have long contended that research will develop better 
products and believe the scientifie and research facilities of private industry 
should be utilized along with the Navy research facilities, but that production 


facilities be wholly private. In this manner only can we be assured of industrial 
expansion in an emergency 

The manner in which the paint, varnish and lacquer industry, a segment of 
private enterprise, met the challenges of production was amply demonstrated 
during World Wars I and II and the Korean hostilities 

The Navy maintains its manufacturing of these antifouling paints on the basis 
that they can produce at less cost and that they are of special formulation 
requiring their own control. Both premises are unsupportable. The contract 
for these special paints was awarded to a paint manufacturer at a price very close 
to what the Navy had presented as its cost. It has been shown that our industry 
can produce these special types of paints 

The Navy’s major argument to retain its paint manufacturing facilities is 
quality control, although your committee’s report (H. tept. No 1197 condemned 
such contention. The Navy’s excuses for manufacturing paints if applied to all 
naval supply items, would mean that private industry could not produce ships 
machinery, airplanes, or radar equipment—all requiring more intricate operations 
and control of quality than the manufacture of paint 
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We have alwavs coc perated clos and fully with the Nay and will continue 
do so Che paint, varnish and lacquer industry has always supported an 
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The Na contends its present paintmaking operations are a negligible factor 
and represent only one-half of 1 percent of the total volume of the paint, varnish, 
and lacquer industry The data on private enterprise and Navy production is 


found on page 10 of your committee’s repcrt of May 25, 1954. However, the 
small percentage figure is misleeding While the Navy production of about 
3 million gallons in 1954 is a small percentage of the total volume of our industry, 


it represents approximately 22 percent of the total gallonage of marine-type 
pall 


imittee’s report, the number of Government 





em] shown as 198 employees. We are advised that 

Chief of the Bureau of Ships has written Senator George that the employees 
are 100. Personnel in Washington and other cities engaged full or part time in 
paint operatic ire not includ 


Che capital investment in equipment only at Mare Island is $348,776 and at 
Norfolk, $137.155 These figures were submitted by Admiral Manseau to this 








committer We have no information as to the total value of the Government 
investime Beca Na paint plants operate out of a revolving fund and 
ot out of appropriated fur details on such operations are secured only through 
hearing this 
Instructi ; issued bv the Secretarv of Defense concerning the “‘continuance 
in operation or the estabiishment of commercial and industrial-type facilities’? by 
military, state the Secretaries of the military departments will “‘be respon- 
s f analys leterminations perta zy to militarv, commercial and 
ul fa s and similar privately owned and operated facilities’? (Depart- 
ment of Defense Directive 4100.16 Under this policy, the Navy will act as 
prosecutor and defender, judge and jury of its paint and other facilities and pass 
O ; renor 
It is our opinion that such decisions, which so strongly affect our national 
econo , should be made by a mpartial group and in the manner suggested 
by H. R. 8832 
We support this bill because we believe there should be an administrative agency 
created in the « it lepartn t to consider and recommend action on ques 
t f Government facilit competition with private industry when presented 
the public, private enterprise, Jabor, or any private citizen The policy of free 
enterpri has been clearly stated by the President and the Secretary of Defense 
It has been supported by this committee and by Congress Now it is the job of 
Congr to implement this policy, to bring action, to prevent delay, to permit 
recol ( iti that a report to the President will have ample evidence 
tO ta proper acti Enactment of H. R. 8832 will permit this to be done 
his committee has already patiently weighed the evidence on Government 
( etit und uri neral policy of agreement that such competi 
t) is a deterent » the ise system 





I'wo reports have been issued and they represent an accurate appraisal of the 
existing unfair situation We know the authority to eliminate such competition 
rests with the Chief Executive of the Nation. Therefore, we suggest that the 
President be advised of your recommendations and that the chairman request 
he issue a directive to cease all activities in competition with private enterprise 
This should be done promptly for each industry surveyed, and report issued. 

This important subject of Government competition with private enterprise has 
taken much time of the Members of Congress every year as long as I can remember. 
rhe story has been told and retold. This committee has concurred. Govern- 
ment competition with paint and other manufacturers has been declared contrary 
to national policy It is now time for positive Executive action. We, therefore, 
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urge your committee to report H. R. 8832 with a favorable and unanimous recom 
mendation. 


The CHarrMan. Call the next witness 


Mr. Warp. Mr. Blocher. 


STATEMENT OF WIIITIAM F. BLOCHER, PRESIDENT, INTERNA- 
TIONAL ASSOCIATION OF BLUE PRINT AND ALLIED INDUSTRIES 


Mr. Buocyer. Thank you very much. My name is William 


Blocher. I am engaged in the blueprint and related allied industries 


business, and I am presently the president of the International Asso 
ciation of Blue Print and Allied Industries, with headquarters in 
Chicago, Ill. 

The CuarrMan. Off the record. 

(Discussion off the record.) 

The Cuarrman. Mr. Blocher, your statement will be included in 
the record at this point. 

(The prepared statement of Mr. Blocher is as follows:) 


STATEMENT OF WILLIAM F., BLOCHER, PRESIDENT, INTERNATIONAL ASSOCIATION 
oF BiuuE PRINT AND ALLIED INDUSTRIES 


My name is William F. Blocher. I am executive vice president of a bluprint 
company and I am president of the International Association of Blue Print and 
Allied Industries, which maintains headquarters in Chicago, Ill., and represents 
blueprinters, photocopy shop operators, and those allied to these industries in all 
of the 48 States. There are some 2,000 companies in this field throughout the 
Nation and its Territories. 

In the name of my association, which has adopted by virtual unanimous vote 
several resolutions relating to Federal competition with private, taxpaying busi- 
ness, I wish to endorse the principles of the legislation you are now considering 
H. R. 8832, which is designed to terminate or limit those activities of the Federal 
Government which are conducted in competition with private enterprise 

Speaking both as an individual businessman and as president of a national 
association of private, taxpaying businessmen, I should like to say that we endorse 
the general objectives and purposes also of the constitutional amendment recently 
introduced by Representative Ralph W. Gwinn (Republican, New York), of 
legislation introduced by Representative Fred Busbey (Republican, Ili 
and of H. R. 9157, which was introduced by your chairman, the Honorable 





Clare E. Hoffman, which is designed specifically to get the Federal Government 
out of competition with the private blueprint and photocopy industry, insofar as 
this can be done without disrupting the various defense programs, the atomic- 
energy program, or interfering in any way with the legal work of the Department 
of Justice. 

As a private businessman and as a spokesman on this occasion for thousands 
of small-business men, I sincerely urge you gentlemen of the Congress to move as 
swiftly as possible to force the various agencies of this huge Government to divest 
themselves of equipment, machinery, and other capital goods which have been 
acquired and can and do represent a threat not only to our industry but to many 


different kinds of industries that should not be so threatened with subsidized, 
Federal competition 

Referring to our industry—the blueprint and photocopy industry—because it 
is the one with which I am most familiar, let me illustrate how the competitior 
works to our disadvantage and to the disadvantage of the long-suffering fellow 
we know as the American taxpayer. 

Not long ago, a Federal agency wanted a large number of blueprints. The 
agency, as is customary when it gives out orders to private shops, called three 
different blueprint companies and asked for spot bids. The low bid from the pri 
vate shops on this work was 2! cents a square foot. When none of the shops 
received the work, an investigation was made. We learned that the agency had 
been advised that the order was so large it would have to get sealed bids from 
numerous shops to be legal and correct about the matter. This, the agency exec- 
utives said, would require several weeks. Instead, the agency decided to utilize 
its own equipment for blueprint work, and therefore employed workers to work 
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of reasons for adding to its powers and its personnel. The Federal establishment 
ia ‘ 2.3 millior employer whic! some 200,000 more than it had in April 


1950, before the Korean war begaz en with the consolidations and efficiencies 
at have been put into effect in the past 18 months or so, the Federal establish- 

t I I h larger than it ever has been in peacetime during our lifetime. 

If Congress truly wants to cut back the taxpayer’s burden, to cut down the 
Federal establishment, then, gentlemen, you have a wonderful opportunity right 
e!lp accomplish this wor while goal. The fields ar ripe for the harvest. 


WV e there has been much talk in the executive branch about stopping Federal 
competitic vith private bi ess, and many studies have been inaugurated, the 
ery little real action—certainly not enough for 
anyone to write home about We naturally applaud the plodding work of the 
so-called Hoover Commission, which is making a monumental study of the 
Federal establishment with a view to giving the Congress concrete recommenda- 
tions next year. We applaud, in fact, every study that every agency has made, 
is making, or will make. 
Yet i uur belief, based on long observavion of the Federal Establishment 
certainly not disputed by any evidence which we have seen, that the only way 
truly to assure businessmen that they will not be discriminated against by Federal 
competition is for Congress to act There is a question as to exactly what is the 
best thing for Congress to do, but we sincerely hope that you gentlemen will not 








hesitate to act merely because several roads beckon ahead. Some say that a con- 
S |! amendment will solve the problem, but that seems like a long, arduous 





g commission should be set up to keep 
an eye on all Federal businesses and designate which ones should be shut down, 
and whe Some, such as the noted author of this present legislation, would have 
an Anti-Government Competition Board do the job. We have endorsed and will 
work for H. R. 9157 because we know it is explicit and that it actually would be 


cA Others say that a continuin 
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fair to the Federal Establishment in every way and, we believe, successfully woul 
negate the threat of future Federal competition with our indu We frankly 
do not know what is the best approach, but we deeply believe that he who he 

tates is lost and that, in some way or another, Congress ought to aet, and to aet 
with reasonable promptness, to kill off Federal competition with private, taxpay- 


ing business 


The CHarrMan. We certainly appreciate the efficient way in which 
you gentlemen have come up with such complete statements when 
you have been informe d - this on such short notice 

Mr. Buocuer Yes, si 

The CHAtRMAN. Have you any questions, Mr. Osmers? 

Mr. Osmgsrs. I would like LO say, proceeding along the lines of the 
suggestion made by Mr. Lipscomb off the record before, which ] 
consider to be a good one, that as close as we can get to discussing 
the legislation the better informed the committee will be. 

You know the committee has before it four bills, Mr. Blocher, all 
with the same objective, and a little different method. In addition 
to the four bills there has been a fifth version prepared and now also 
before the committee. 

The Cuarrman. Off the record. 

(Discussion off the record.) 

Mr. Osmers. I have three questions to ask you, Mr. Blocher 
They deal direc tly with the legislation we may pass. 

Do you believe there should be established in the executive branch 
of the Government some place where private business and free Jabor 
may present its case against some competitive activity of the Govern- 
ment, and where the appropriate Government department may make 
a reply? 

Mr. Buocugmr. We very definitely do. It is the only way we can 
reach that problem. 

Mr. Osmgers. Do you also believe before any Government depart- 
ment is permitted to start a new business type of competitive activity, 
that they should be made to prove their case to some impartial execu- 
tive branch of the Government, such as the Director of the Budget 
before they can go into that activity? 

Mr. Buocuer. I would say so; ves 

Mr. Osmers. Third, do vou feel it would be in the public interest 
to require the President of the United States to make a report annually 
to Congress and to the people of this country about the progress 
being made in this field? 

Mr. Biocuer. The report should be made; that is correct 

Mr. Osmers. Those are my only questions. 

The CHarrMan. With whom, if anyone, have you talked about these 
three propositions that Mr. Osmers asked you about before you 
testified? 

Mr. Biocuer. With whom? 

The CHAIRMAN. Yes. 

Mr. Biocuer. It has been worked on by our association for 5 
years now. 

The CHatrMan. No. I mean these three questions that were 
asked you now. With whom, if anyone, have you talked about those 
three propositions, to be specific? 

Mr. Biocuer. No one. 

The CuarrmMan. No one at all? 

Mr. Biocuer. No. 
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The Cuarrman. Have you talked to Mr. Courtney about the bill? 
Mr. Brocurer. No, su 

The CHarrMAN. Have you seen the last three bills that were 
introduced? 

Mr. Brocurr. Yes, sil 

The CHarrmMan. When did you see them? 

Mr. BLOCHER Yesterday 

The CuarrmMan. Have you read them carefully? 

Mr. BLocHER Yes, sir 

The CrHarrmMan. That is all. Have you any questions, Mr. 
Lipscomb? 

Mr. Lirpscoms. I believe the three questions Mr. Osmers is asking 
are incorporated in 9890; isn’t that right? 

The CHairMan. That is right. 

Mr. Osmers. The critical question, the most important one of the 
three questions is the one concerning the place in the Government 
where business may take its case. Mr. Blocher by endorsing 8832 
must have discussed in good detail with his organization one of the 
three questions, which is that dealing with the place in the executive 
establishment where business and industry may take their complaints. 

Mr. Biocuer. I would like to make one statement. We have in 
our business some connection with Joint Committee on Printing, 
since some of our members are in the printing business as well as the 
blueprinting business, and we have had some experience and know 
that that type of place to report is very helpful to our industry. 
Thev have helped us to some degree. 

The CHarrRMAN. Your organization has advocated a reduction in 
taxes; have vou not? 

Mr. Brocuer. Yes, sir. 

The CuarrMan. And in Federal activities; have you not? 

Mr. Biocuger. Yes, sir. 

The CHAIRMAN. You want a simplification as much as you can get 
it; do you not? 

Mr. Biocuer. That is correct 

The CuarrMan. All right. That is all. The next witness. 

Mr. Warp. Mr. Seegmiller 

Mr. Osmers. Mr. Chairman, before we have the next witness, 
there is a telegram and a couple of statements that I would like to 
ask leave to put in the record 

The CHArRMAN. Surely. 

Mr. Osmers. One is from W. C. Birthright, general president of 
the Journeyman Barbers and Hairdressers International Union. He 


Says 

The Journeyman Barbers and Hairdressers International Union representing 
80 percent of the trade urges vou to report H. R. 8832 favorably. PX barber 
shops offer unfair competition in many places. H. R. 8832 would create the 
medium that could correct a grave injustice. 

The CuHarrMan. I have a number of those which came in, I believe, 
a year or more ago from the Southwest and down in Alabama, where 
they have a PX competing with these people—not only the barbers, 
but novelty people and everybody else. 

Mr. Osmers. That is one from the general president of the Journey- 
man Barbers and Hairdressers International Union. I would sug- 
gest that we put that one in. 
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I have another telegram from Mr. L. M. Raftery, general president 
of the Brotherhood of Painters, Decorators, and Paperhangers of 
America, wherein he says: 

[ have your wire expressing desire that our organization testify Friday, July 
16, 10 a. m., at hearing, room 1501, New House Office Building, on H. R. 8832, 


Anti-Government Competition Act Regret that press of business in connection 
with our brotherhood’s approaching national convention and other matters makes 
it impossible for me to be in Washington on July 16 \s your wire indicates, 
large number of witnesses will submit testimony. Sincerely trust representative 


presentation on questions affected by H. R. 8832. 


1 have a letter from the Marking Device Association addressed to 
the chairman, and another statement from the Metal Treating Insti- 
tute. 

Also a statement here, Mr. Chairman, that I would like to ask 
unanimous consent that it be made a part of the record, which is a 
statement from Congressman Stauffer, of Pennsylvania. 

The CHarrMAN. Without objection, it will be made a part of the 
record and filed. 

(The documents referred to are as follows: ) 


MARKING Device ASSOCIATION, 
Evanston, Ill., July 14, 1954. 
Hon. CLARE EF. HorrMan, 
Chairman, Government Operations Committee, 
House of Re presentatives, Washington 25. D. ( 


Dear Mr. HorrMman: In response to your telegram, I am glad to give you a 
statement regarding Government competition in the marking device field. 

It is impossible, in the short space of time allocated, to provide you with com- 
plete documentation, but I assure you we have such in our files and I am enclosing 
a few representative ones. 

Ours is a small industry, but it’s an important industry and has been declared 
essential to 2 wars and 1 police action. Marking and identification has been 
recognized by all branches of the Government as being necessary for proper 
distribution of ordnance. The problem then becomes one of whether or not our 
industry can provide proper service, or whether it is necessary for the Government 
to go into the business of making rubber stamps and rubber printing plates in 
order to provide some service which we cannot offer. In every case where we 
have had an opportunity to investigate Government facilities manufacturing 
rubber stamps or rubber printing plates, we have never been able to find any 
justification for the Government being in business The stories, that it is neces- 
sary to provide service and quick action which our industry cannot furnish, are 
completely without foundation and have been so proven whenever we have had 
a chance. 

We have in our files a number of copies of various requests for materials and 
supplies for federally owned and federally operated facilities for the manufacture 
of rubber stamps, printing plates, or other marking devices. This list includes the 
United States Department of Agriculture Soil Conservation Service in Indianapolis, 
Ind.; United States Naval Missile Test Center, Point Mugu, Calif.; National 
Fireworks Ordnance Corp., Shoemaker, Ark.; Procter & Gamble Defense Corp.; 
Milan Arsenal, Milan, Tenn.; and many others. Those mentioned are just a few 
of the requests received thus far this year 

We also call your attention to the Government printing and binding regulations, 
published by the Joint Committee on Printing of the Congress of the United 
States, No. 6, dated July 1, 1953. Calling your special attention to page 3, 
authorizing the manufacture of rubber stamps or rubber printing plates under 
the class B printing plants. These particular plants represent the most outstand- 
ing instances in which the Government has undertaken the manufacture of 
products formerly produced by the marking-device industry. 

On page 22 of the same pamphlet vou will find a list of the class ‘‘B”’ printing 
plants which would ordinarily purchase their materials for marking from the 
small businesses which our industry represents. The great majority of these Air 
Force bases listed on page 22 are near some town which has a rubber-stamp plant 
There is no obvious reason why these Air Force installations should not patronize 
these industries closest to their location if they wish effective and fast service 
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STATEMENT OF Hon S. WaLvTeR STAUFFER, A REPRESENTATIVE IN Co 
FROM THE SYATE OF PENNSYLVANIA 





Mr. Chairman, I appreciate very much this opportunity to pr 

to this committee on H. R. 8832 known as the Anti-Government Competition \ 
ment competition with privat enterprise is contrary to every 1 pt 

our fre terprise system and cannot be justified In any way, except in rare 
a of national emerge or unavailability of products from p uf 
It is particularly harmful to small busi and it eer 
to call the attention ot the committ a situation in my own district 

Piezo electric quartz ervstals are used in the field of Communication 

unter a d cal iWator timing Gevice and » fort! and are ver, 
this field In ti rational emergency or war large quantities of thes 
are used bv the roe ot Forces The manufacture of Piezo clectrie quartz « 
in this country originated in my aistrict at Carlisle, Pa Over a period o 
the companies engaged in this business have built up their plants and develops 
special equipment used in the manufacturing process Due to a scare 
crystals in the Second World War, the Government p hased equipmet 
these manufacturers for use by the Armed Forces for their own manufact 
operations 

\s i ene ak case of Government competition with private enterprise 
practice of wnufacturi crvstals has been continued by certain branches of 
‘Arme Siena In addit mn, the Government either loaned or financed equip 
for a number of companies which came into the field during World War II, and 
these companies have continued their operations 

Following the war, the demand for crystals dropped off materially and 
the old-line companies are iffering from Government competition and 
competition of manufacturers financed by the Government Che companies 
my district may be forced to close their operations which, in my opinion, is con- 
trary to the best interests of the country and our whole defense setup 

I am sure there are other instances which duplicate the experience of the crystal 


manufacturers at Carlisle, Pa., but to relate them would only add to a record 
already filled wit! ich incidents 

I was very glad to learn that vour committee had taken this matter under 
consideration and that a bill had been prepared to at least make a start in removing 
this threat to our private-enterprise system. I heartily endorse H. R. 8832. 


STATEMENT OF KEITH SEEGMILLER, NATIONAL ASSOCIATION 
OF COUNTY OFFICIALS 


Mr. Sreamitter. Mr. Chairman, the events of the last few days 
have prevented me from preparing a statement. I would like to make 
a 3-minute oral summary, with your permission, and file a statement 
next week. 

The Caarrman. You do not need to. You tell us about it today 
and we will not be waiting for it 

Mr. SeeGMituer. In very summary fashion I would like to tell 
you then 

The CuarrmMan. What I am trying to get at is, I do not want to 
duplicate your statement. 

Mr. SeeGmituer. No, there will not be any duplication. 

I am Keith L. Seegmiller, executive secretary of the National 
Association of County Officials. Our associ: —_ is made up mostly 
of county commissioners and supervisors of the Nation’s 3,050 counties. 

We are interested in the phase of these bills before the committee 
that has - do with tax exemption on Federal property. 

H. R. 8832 contains a sentence that summarizes our interest very 
well. fee says that it further deprives the people of the opportunities 
for private employment and enterprise and thereby reduces the ability 
to pay taxes, without which the Government cannot exist. This 
is one phase of the broader problem of Federal tax exemption on its 
property. 
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The Lax-exen pt status of Federal property ol course, we have 
alwa had with us, and for a good many hundreds of vears or more 
it, did not impose mu h of a burden on the State and local governments 
However, the increasing acquisitions of property by the Federal 
Government during the past score of vears primarily has made this 
burden very substantial and increasingly acute until those of us in our 
association along with a ood many other representatives of local 


sovernment have been complaining bitterly about it for at least a 


ce eade 


Qur pring ipal objective has peen to get pay ments 1n lieu of taxes on 
: : 
i 


> 


federally owned property but an accompanying objective has been 
to get the Federal Government out of the ownership of property 
which we think is excess for Federal purposes. 

I take it that is the matter before this committee this morning 
primarily, as far as we are concerned 

We do feel a lot of business property owned by the Federal Govern- 
ment, and a lot of personal property as well as real property should be 
subjected to taxation, since it den ands the same protection from our 
county court houses by way of police prot etion, and fire protection, 
and school services for children of the people who work in the plants, 
as any other private property. We have a good many illustrations we 
can cite, but I will not be specific on that. 

Just a typical one is that of a big plant in which there is both 
personal and real property which brings into the jurisdiction a few 
thousand eXtra people It crowds the schools and crowds the hich- 
wavs and makes extra demands on our police and health services, 
and still pavs no extra taxes 

We are careful to qualify our statements by saying that we have no 
interest at all in circumscribing the legitimate functions of the Fed- 
eral Government. We know the Federal Government must own prop- 
erty, and we know it has important functions to perform. We would 
be the last in the county courthouses to suggest that the Federal Gov- 
ernment cease property ownership in any way that would substan- 
tially curtail its legitimate and proper functions. But I believe we 
would like to be among the first to say that in many instances the 
Federal ownership has gone beyond that necessary for legitimate Fed- 
eral functions, and in those instances we would like to see the Federal 
ownership removed and get the property back on the tax rolls. 

With that much of a brief statement I would like to say that we 
endorse the objectives of these bills before the committee this morn- 
Ing | have not examined them enough to endorse specifically any 
particular one, but the objectiv es we do endorse 

| would like to go on record with that much, if you please, Mr. 
Chairman. 1 have nothing further to say here 

The CHatrmMan. Mr. Osmers 

Mr. Osmers. Mr. Seegmiller, the Federal Government owns an 
amazingly high percentage of the land in the country, and I suppose 
it falls into 3 or 4 different categories, It falls into military installa- 
tions, national parks and forests, Federal office buildings, and so on 
Then it also gets into that quasi-private field where they have either 
built or leased buildings which are operated by private business for 
the manufacture of some item that is used by the Government. 

For example, in my own congressional district the Navy Department 
came along on the Hudson River with an invaluable piece of waterfront 
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land and they took it and made it into a supply depot. They have 
built a $10 million plant which they have leased to a private concern 
to make aircraft tubing. 

Of course, in small communities the impact of removing properties 
of that kind from the tax rolls and requiring additional local services 
is a serious one. You are familiar with the bill this committee proc 
essed concerning payments in lieu of taxes. 

Mr. SeeGMiLuerR. | suppose you have reference to 5605? 

Mr. Osmenrs. Yes. 

Mr. SeeGMILLeR. Yes; | am quite familiar with it, Mr. Osmers. 

Mr. Osmers. Do you feel that would be helpful in any of the 
circumstances you referred to? 

Mr. SeeGmituer. Very definitely so. It would be helpful in the 
most acute situations, Mr. Osmers, because as the law now stands our 
people have a prospective income from industrial property owned by 


some Government corporation. Payments in lieu of taxes have been 
made for the last several years, and for all we know will continue to 
be made. ‘There is no outward change in the physical property. If 


it is a plant it continues to be operated just as it was before. We 
make up our budgets and count on collecting the money we have 
collected last year. ‘Sometimes we even disburse it in anticipation of 
the budget we have made up. Then we suddenly discover a paper 
transaction changed title from the corporation to the Navy Depart- 
ment, or somewhere else. So we do not get any money that year on 
that great piece of property. It not only deprives us of the money in 
the general way you suggested, but it comes as a surprise and makes 
the burden very acute in many cases, 

H. R. 5605 would cure that in the most severe cases. It is quite 
limited in its application, but as far as it goes it is highly favored by 
our county people. 

Mr. I 1escoms. Is 5605 the Hillelson bill? 

Mr. SEEGMILLER. Yes. 

Mr. Lrescoms. How many plants will that affect in your area? 

Mr. SeecMiuuer. | represent the National Association of County 
Officials, and in all of the counties across the Nation I do not know 
how many plants it will be. Not a great many. 

Mr. Lipscoms. 5605 is very limited in its application, is it not? 

Mr. Sexecmiuuer. It will be applicable nationally so far as its 
terms provide. It is not limited to any geographical area. 

Mr. Lirpscoms. Have you testified before the Interior and Insular 
Affairs Committee about any other bills before their committee? 

Mr. SEEGMILLER. Yes. 

Mr. Lipscoms. And the Inter-Governmental Relations Com- 
mission? 

Mr. SeeGMi.ueEn. I spent yesterday before them on this subject 
We had about 10 witnesses down there yesterday. That is why I 
did not get my statement prepared to present here today. I did not 
have time to examine these bills. 

Mr. Lipscomrs. What did you mean by property in excess? 

Mr. SeremiLuer. I would hate to draw the line because I do not 
believe I am skilled enough to do it between that which is necessary 
for a legitimate Government function and that which is not. We 
had some witnesses yesterday before the Inter-Governmental Rela- 
tions Commission who made the point of excess with respect. to sur- 
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rounding property around a plant, supposedly taken for future expan- 
sion, but where there was no future expansion. They had a good 
many hundreds of acres of property around the plant, or an installa- 
tion that has never been used, and apparently will not be used. 

That would be one illustration on the excess ownership by the 
Federal Government 

Mr. Lipscoms. Besides this piece of legislation which will even- 
tually cut down the Government buying plants in many areas, you 
will still need those in-lieu-of-taxes bills on the proposals pending? 

Mr. SeeGmituer. Yes, Mr. Lipscomb 

Mr. Lipscoms. This bill will not solve the problem because we are 
just interested here in getting the Government out of business. 

Mr. Speecmitier. You will solve the problem so far as you get the 
Government out of business, because then it would go out on the 
private tax rolls. There would still be a lot of property owned by 
the Federal Government, which I suppose we would all agree that the 
Federal Government ought to continue to own for legitimate Federal 
purposes, and we would stil! ask for payments in lieu of taxes on that. 
We have solved the problem partially by the bill before the committee. 

Mr. Lipscoms. It helps cut it down 

Mr. SeeGmitier. Yes. And these bills would deal with the prob- 
lem where it is most acute. The large industrial installations are the 
most acute part ol the problem Publie forests, and public domain, 
and some of the mineral rights, and reclamation projects, and even 
Army camps, are not as burdensome as a large industrial installation, 
which requires & high degree of service from a local community, such 
as water, and sewers, and police protection, and fire protection, and 
so On 

So the industrial types of plants these bills deal with illustrate our 
problems most pointedly and in the most acute area. 

Mr. Lipscoms. Congress should not stop their work on that prob- 
lem just because 5605 is on the way? 

Mr. Seremitter. We certainly hope they do not. We will ask 
you not 

Mr. Liescoms. I hope they do not. I have a bill on it also. 

Mr. SeeGMiLuter. We will be befcre the committees at every chance 
asking you not to stop at that point. 

The CHarrMan. Is that all? 

Mr. Lipscoms. That is all. 

The CuarrMan. Thank you. 

Mr. Seeamrtuter. Thank you ever so much, Mr. Chairman. 

The CuarrMan. Call the next witness. 

Mr. Warp. The next witness is Mr. Varrone of the Brushmakers 
Union 

The CuartrMan. Mr. Varrone, we thank you for the statement you 
have submitted to us, which seems to be rather comprehensive. It 
will be received and printed in the record, and if you wish to make 
additional statements or if the members wish to ask questions, we will 
proceed with that 
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STATEMENT OF ANTHONY VARRONE, BUSINESS MANAGER, 
BRUSHMAKERS UNION, LOCAL 16303, AMERICAN FEDERA- 
TION OF LABOR 


(The prepared statement of Mr. Varrone is as follows:) 


STATEMENT OF ANTHONY VARRONE, Business MANAGER, BRUSHMAKERS UNION, 
LocaL 16303, AMERICAN FEDERATION OF LABOR 


At the outset, please let me express the sincere appreciation of our entire 
membership for the opp rtunity afforded me at this time, to speak to this honor- 
able committee, so that you may better understand out particular problem 

Prior to my having been privileged to represent the members of the Brushmakers 
Union, Local 16303, American Federation of Labor, I myself worked in a factory 
of the industry for a period of 18 consecutive years. This, of course was before 
prison-made brushes. On many an occasion, I remember working on Navy, 
Army, or other Government need for saint brushe As a matter of fact, on 
many an occasion during slow periods we were not laid off because there was 
e omnes Government brushes to be made that the firm I worked for always got its 
are of the bids that were let out 








‘This, you must understand, was during normal times in the brush industry. As 
you and [ know, normal times for the worker in the brush industry has been out 
the window for quite some time now. The opportunity that workers of the indus- 


try once had, to do Government work, is no longer ailable and at a time when it 
is needed most 
It is no longer available, because of a law on the statute books known as 18 
U.S. C. A. 4124, which makes it obligatory on Government purchasing agencies to 
buy prison products In practice the rocurement agencies inform Federal 
Prison Industries of their requirements and Federal Prison Industries contracts to 
fulfill them insofar as they are able 
The classic example took place in “— of 194° At that time Wright Field 
let out a publie bid for the Air ¢ nes lar No. 42-2064, in which just two items 
called for 70, 800 pieces of wall brushes, amounting to approximately one-quarter 
of a million dollars 
Private manufacturers bid and one of our union shops was the suecessful bidder. 
However, because this bid was not processed through Federal Prison Industries, 
all bids were canceled and the order recalled This at a time when our members 
were suffering from severe unemployment 
President William Green, won . er —_ our office, protested to the Commission 
of Federal Prisons, in whicl id in part: ‘‘Mvy information leads me to believe 
that the Wright Field contract is in from modest in size, and in terms of man- 
hours of unemployment and consequent loss of wages represents a serious blow 
to free labor in the brush-manufacturing field. Free labor in America is willing 
nd eager to do everything in its power to speed the war effort We do not expect 
work to be given us on a ¢ 


tharity basis, at the expense of production results or at 
unreasonable costs. We do maintain, however, that other things being equal, 
a just bid on Government orders, particularly in those fields where unemployment 
is already acute due to curtailment of civilian production, should be given to free 


labor in preference to prison labor. ane mort ile of a worker is at times an in- 
tangible thing But, it is very real nevertheless, and very necessary to the maxi- 
mum effort necessary to fight and win tl 


he war It is not improved by causing 
the worker to feel that he is being unjustly discriminated against and denied a 
fair chance to earn a living as well as to do his share in the Government’s produc- 
tion program.” 

Another case I can cite is when one of our union shops bid on Federal specifica- 
tion KHE-731, and emergency alternate Fe jeral specification EHE-731, dated 
May 8, 1942. These were on invitation No. 28-021—44 NEG 41, and requisition 
No. JCG 44 of September 27, 1948. The quantity of brushes needed was 43,863. 
The company learned unofficially that t] bid was to be accepted \ short 
time later the company was advised that the office who issued the bid had to first 











contact Fort Leavenworth in order to get a release to purchase these brushes 
other than from Prison Industries It turned out that Fort Leavenworth could 
manufacture these brushes, and so an American concern, taxpayers and members 


} 
} 


of our union, were denied the right to make these brushes for the Government 
Prison labor was given preference over free labor, who was s from layoffs 
During May of 1952, mv information was that Prison Industries had sent ou* 
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inquiries for the purchase of bristle in the amount of $509,539. This would make 
approximately $1 million worth of brushes. My further information was that 
Prison Industries had a projected work schedule well into December 1952. This, 
mind you, when our membership was suffering grave unemployment. 

I brought this to the attention of President Meany of the American Federation 
of Labor, who then arranged for me to meet with Commissioner Bennet in Wash- 


ington, D. C. This I did on June 30, 1952. I found Mr. Bennet sympathetic 
to our problem. He offered, and did cooperate to the best of his ability within 
the law, to give us some relief But this was not, nor will it be, the solution to 


the problem faced by the members of our union. It is perhaps a strange and yet 
a true paradox that when the Government becomes, as has happened on numerous 
occasions, the largest purchaser of brushes, the civilian market becomes demoral- 
ized. During such periods, the members of our union who are law-abiding citizens 
suffer unemployment, and convicts who have broken the law become increasingly 
busy in order to furnish our Government’s brush needs. 

I am sure that our public representatives, or any responsible group, never in- 
tended that the law-abiding citizen and responsible family man and woman 
should become demoralized through unemployment caused by convicts who have 
broken the law. And yet our membership knows, and the fact is, that under the 
present situation, any time a Federal or Government agency has the need for any 
type of brush, the lawbreaker is given preference and allowed to do the work while 
the law-abiding citizen is faced with unemployment. 

We know that during March and April of 1952, Federal Prisons were ae 
at least three contracts for paint brushes only, from one de spartment of the Gov- 
ernment General Stores Supply Office, Robbins Avenue, Philadelphia, as follows: 


Dozen Amount 
Brushes, paint, flat 3, 248 $55, 791 
Paint brushes 3, 822 75, 408 
Do-. 1, 972 35, 368 
| 

Potal.. 9, 042 166, 567 
If 9,042 dozen were awarded on the 3 published awards we happened to catch 

for 1 particular branch, there are 2 natural questions that follow: 
1. What is the total of business being awarded to Federal Prison Industries? 
2. In the face of an industry that has suffered severe volume losses and has 
had to contract its operations to a minimal point (for reasons well known to you) 


how much has the Federal Prison Industries expanded its brush manufacturing 
facilities? 


I sincerely hope that the information I have given herein, will be of some value 
to you when vou make your final determination in this matter that is so vitally 
important to the members of our union, their families and the brush industry 
itsell 


Mr. Varrone. I want to thank you for making my prepared state- 
ment a part of the record. There are one or two further comments 
I would like to make, so that you might better understand the problem. 

To begin with, you must understand that the industry is a very small 
one, and during the past few years it has been shrinking. It is shrink- 
ing for many reasons. One of the reasons is because of the fact that 
bristle, which is the most important item that goes into a paint brush, 
is no longer available to the industry because of the purposes of secur- 
ity. 

We get our bristle from China. We are not doing business with 
China these days, but England is buying the bristle that is available. 
They are buying that bristle and making it into brushes and bringing 
those brushes into this country and selling them in competition with 
ours. We cannot make a pure bristle brush. 

The CuarrMAN. You mean the Government itself is? 

Mr. Varrone. No, not the Government. But I am just trying 
to show how the industry is suffering in addition to the competition 
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we are getting from the Government. I just want to show you, sir, 
how the industry is actually shrinking. It was always a small indus- 
try, but because of this additional problem, and other problems, it 
is getting smaller and smaller and smaller and is in very bad shape. 

The CHarrRMAN. You cannot use any of these new plastie products? 

Mr. Varrone. No. Not if you can get a pure bristle brush. If 
you have ever painted a house and used a brush and you have a choice, 
you would want a pure bristle brush as against any synthetic brush. 
I speak now as a layman approaches the problem and not as a painter 
a man who knows what a good tool consists of. 

The CHarrmMan. What animals do the bristles come from? 

Mr. Varrone. Hogs. 

The CHarRMAN. Just hogs alone? 

Mr. Varrone. Yes. It so happens that that makes the best ma- 
terial for paint brushes. 

The CHatRMAN. Who is stockpiling them? 

Mr. Varrone. The Government is right now. The Government 
has a stockpile of bristles. 

The CHarrMan. What particular branch? 

Mr. Varrone. What particular branch of the Government? 

The CHAIRMAN. Yes. 

Mr. Varrone. | cannot tell you now. 

The CHatRMAN. Off the record. 

(Discussion off the record.) 

Mr. Varrone. If the bristle is going to be used for the Government, 
then convict labor will have the opportunity to make the brushes, 
and we will not. 

Mr. Osmers. Do you get any bristles from the national stockpile? 

Mr. Varrone. We are trying. I should not say we are trying. I 
know the manufacturers are trying to get the Government to release 
some of that bristle, but they have not been too successful. 

Mr. Osmers. You know, and as the chairman already pointed out, 
it is not the business of this committee, although we are vitally 
interested in the problem—it is not the matter we are dealing with 
here today, which happens to be the importation and the stockpiling 
of bristles, as you know. Although we are interested in what vou have 
said, we would like to get back to the four bills which are before the 
committee which seek to limit or terminate the unnecessary competi- 
tive activities of the Government. 

Mr. Chairman, I would like to ask Mr. Varrone this question: How 
long has the Government been making bristle brushes in its prison 
program? 

Mr. Varrone. | think since 1930. 

Mr. Osmers. Has there been an increasing activity or a diminishing 
activity? 

Mr. Varrone. We have every reason to believe it is an increasing 
activity. We do not have any way of checking other than informal 
discussions with Commissioner Bennett. At least I have had the 
pleasure of discussing it with Commissioner Bennett, and in my state- 
ment I have some facts. I knew they had a projected brush program 
well on into December, when I spoke with him in the month of June, 
and our people are walking the streets without any work. 

Mr. Osmers. Presently what do you use for bristles if this Chinese 
source of supply is cut off? 
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Mr. Varrone. They are using a combination of things. They are 
vetting some bristles out of Poland, and some bristles out of France, 
and some bristles out of England, and some bristles out of South 
America. It is a conglomeration of mixtures. It is not worth its 
salt. They are mixing it with horsehair and nylon and synthetics. 


Mr. Osmers. What happens to the brushes made in the Federal 


prisons What is the disposition of those? They obviously make 
s l 4 Ns . 
many more than they can use themselves in the prisons. 

Mr. \ ONE. They go to any number of Government divisions, 
like the Army and the Navy. I cite again in my statement the 


pecifie orders that have been made for the Army and the Navy and 
the Air Force, and a number of Government operating organizations. 


Mr. Osmers. Do I understand you correctly to say that let us take 
the Army, for example, and say they want some brushes 

Mr. Varrone. Right 

Mr. Osmers. Are they required to buy them from the prison supply, 
or are thev sold at a lower price or given to them? 

Mr. Varrone. I do not know how they run their market value, 


but it stands to reason they can sell them a lot cheaper than private 
manufacturers. You could not expect private manufacturers or free 
labor to compete with prison labor 


Mr. Osmers. What is the average hourly rate for labor in your 


Mr. Varrone. It depends. There are a number of figures. If 
vou are talking about the man who makes the brush 

Mr. Osmers. Yes. Give me an average figure 

Mr. VARRONE. $1.50 to $2 an hour. 

Mr. Osmers. Do you feel your union would be helped if they had 
some specific place in the Government or some inpartial place in the 


executive branch of the Government where you could place your case 
and be heard, and where the Federal prison people could come in and 
tell their story? 

Mr. Varrone. There is no question about it, sir. 

Mr. Osmers. In other words, when you have to go and try to 

rtail competition with your industry now and with the members 
of your union you have to go and talk to your competitor; do you not? 

Mr. VA tRONE. Yes. 

Mr. Osmers. You have to go down to the prison people and talk 
to them 

Mr. Varrone. That is right. 

Mr. Osmers. Do you think it would be advisable if we could estab- 
lish in the executive branch of the Government some place where any 
Government agency or d partment would have to go before to prove 
the need for some new competitive activity? For example, suppesing 
the Navy, which is very ambitious, decided they want to make brushes 
and have ssilors make them They are going to give up some battle- 
ships and they are going to have the sailors make brushe Ss. Do you 
think it would be advantageous for the working people of this country 
if the Navy, instead of geing into the brush business, had to go down 
to the Director of the Budget and prove their case? 

Mr. Varrone. Definitely. 

Mr. Osmers. Don’t you feel it would be helpful to your employees 
and the rest of the people of this country if once a vear the President 
were required to make a report to the Congress and to the people of 
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the country as to the progress that has been made in ending this 
competitive activity? 

Mr. Varrone. It would be the most wonderful idea, sir. It is 
needed. 

Mr. Osmers. That is all I have, Mr. Chairman. 

The CHatrMAN. Thank you very much. 

Mr. Warp. The next witness is Mr. Jackman, president of the 
Investors League, Inc. 

The CHatrMAN. We have your statement, which will be incor- 
porated in the record. Any additional statements you wish to make 
we will be glad to receive. 


STATEMENT OF WILLIAM JACKMAN, PRESIDENT, THE INVESTORS 
LEAGUE, INC. 


Mr. JAcKMAN. Fine. I appreciate that very much, Mr. Chairman, 
but I think I would like to go over the statement 

The CHuatrMan. What? 

Mr. Jackman. | would like to go over the statement. It is very 
short. 

The CuHatrmMan. Do you mean you would like to read it? 

Mr. JACKMAN. Yes. 

The CHairman., If you want to do that, go ahead. 

Mr. JAcKMAN. I am William Jackman, president of the Investors 
League, Inc., with headquarters at 175 Fifth Avenue, New York, 
N. Y. The league I represent is the oldest and largest organization of 
investors, with thousands of members residing in every State of the 
Union. It is an organization of investors, both small and large, who 
make up the backbone of our private enterprise system, which is, in 
turn, the backbone of our national economy. 

As there is a distinct possibility that the Treasury Department will 
shortly come forth and ask for an increase in the debt limit, it is our 
contention that we should give consideration not only to the bill that 
is presently before you, H. R. 8832, but to consider the significant 


consequences of this continued drift toward ever-expanding indebted- 


» 


ness. Yes, we should put our house in order and commune with our- 
selves and see if we cannot possibly appraise the situation as it stands 
with the figures and facts that are available. 

The Inve ors League is part cularly interested in that phase of the 
bill w hich would seek to discover the extent to w hich the Crovernment 
is in business and | would say, gentlemen, the biggest business in the 
world. 

It is our feeling that when this survey or investigation is compl ted, 
it is very likely to occur to Congress that if the Federal properties how 
owned by the Government were sold to private interests the result 
would be most constructive from the standpoint of the national debt 
and tax revenues. In other words, if the proceeds from the sale of 
these properties were applied exclusively to a reduction of the national 
debt. the reduction, we I ( lieve, M ould he sul stantial. Obviously there- 
after the Federal budget would not need to include interest on that 
portion of the Federal debt which had been retired. The properties, 
when operated under private ownership, would add large sums of new 
tax revenue which the Government has heretofore not received. This 
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additional revenue should result in at least a balanced budget, if not 
make possible further tax reduction 

Completely separate and apart from the revenue or tax features 
of such an objective is the fact that they are in line with the Investors 
League’s objectives In helping to maintain the private-enterprise 
system for it is well known that private-operating enterprises cannot 
ompete with Government-owned concerns for two very good reasons. 
One is that the Government-owned enterprises are free from taxation, 
and the other one is that the funds ne cessary to Ker p them in operation 
and allow for growth come from the taxpayer rather than from the 


I stor publi If our p ite-enterprise system 1s to serve the 
public well, the competitive conditions under which it operates must 
not vy be fair but it must be similar in all instances. In other 
( les to all 
(| ousiv, uo one roup of enterprises enjoys definite Government- 
bestowed advantages, 1t W I] ( ventuallhy destroy the other, As your 
hed chairman has said 
( orm 
taxes 


Just over a year ago Charles Ek. Wilson, former head of the General 
Elects (‘o., suggested that the Federal Government dispose of its 
investment in business enterprises by forming’ corporations whose 
StOCK would be purchased by the holders of Federal bonds Many 
individuals since have made similar suggestions. I wonder if this 
committee has given any thought to the magnitude of Uncle Sam, Inc. 

The seventh intermediate report of this committee Says the reported 
capital assets of the Federal Government as of December 31, 1951, was 
$146 billion. Various estimates of from $20 to $50 billion have been 
made of the liquidatable activities in the $146 billion. If $30 billion 
is accepted as a reasonable estimate, let’s compare it with stockholders’ 
equities in some of the Nation’s biggest private enterprises. Ladies 
and gentlemen, it would require all of the net worth of 29 well-known 
American companies to equal the Government’s $30 billion investment 
in liquidatable business enterprises. Isn’t that staggering? These 29 
companies are composed of 2 of the largest from each major industry, 
plus 1 giant in the communications field. They are—and listen to this 
imposing list: 


American Telephone & Telegraph Co Pacific Gas & Electric Co 
Standard Oil Co. of New Jersey Consolidated Edison Co. of New York 
Socony-Vacuum Oil Co Anaconda Copper Mining Co 
General Motors Corp Kennecott Copper Corp 

Chrysler Corp Bank of America (California 
United States Steel Corp National Citv Bank of New York 
Bethlehem Steel Corp American Tobacco Co 

E. I. du Pont de Nemours R. J. Reynolds Tobacco Co 

Union Carbide & Carbon Corp Swift & Co 

Pennsvivania Railroad Co General Foods Corp 

Santa Fe Railroad Goodvear Tire & Rubt er Co 
General Electric Co Firestone Tire & Rubber Co 
Westinghouse Electric Co The Great A. & P. Tea Co 

Sears, Roebuck & Co Safeway Stores, Inc 


Montgomery Ward & Co 

When we consider that the national debt is close to the $275 billion 
limit set by the Congress and that we have admitted, liquidatable, 
competitive Government businesses larger than 29 leading private 
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corporations in the United States, is it not time for more business in 
Government and less Government in business? 

Mr. Chairman, the Investors League firmly believes that there is 
over $30 billion of liquidatable assets now held by the Federal Gov- 
ernment that can be sold to private investors. The members of the 
Investors League stand ready to invest in thes assets as private 
enterprises They are sick and tired of having someone else invest 
their earnings for them. 

We believe that H. R. 8832 sets up the best machinery for seeking 
out and listing the liquidatable assets of the Federal Government. 
We believe that H. R. 8832, in the veto recommendations permitted 
to the Anti-Government-Competition Board, will halt the tendency 
to create new activities apparent in many departments and agencies. 
And finally, Mr. Chairman—and may I add, most important—we 
believe it is high time the Congress goes on record as being against 
the Government being in any kind of business in competition with its 
people which violates the basic concept of the public interest 

The declaration of policy in section (2) of H. R. 8832 will tell the 
executive branch in no uncertain terms, exactly how the Congress 
feels about these activities Mr ‘hairman, we believe you and every- 
one else in this room will agree that in the end we are all dependent 
upon the executive branch to stop at least 85 percent of these activ- 
ities that the Congress never sper ifically authorized, does not now 
condone, and apparently wishes halted. 

If the Congress expresses its desires, in this form, to see these activities 
turned bact to the citizenry and the Executive fails to act—this same 
Congress can take more drastic steps through its appropriating and 
other powers to force the hand of the Executive 

sehind the framework of our entire economy in the United States 
as you know, lies the free-enterprise system. This system must 
stand if the country as we know it is to stand; if future generations are 
to have the comforts and benefits we have e njoyed in the past and are 
enjoying today. There is no escape from that fact. I know it, you 
know it, and every member of the Investors League knows it 

Anything and everything that can be done to preserve the free- 
enterprise system is of concern to the investing public. The In- 
vestors League urges a favorable report and quick passage of H. R. 
8832. Let’s get the Government out of competitive business 

Thank you. 

The CHarrMan. Thank you very much. 

Mr. Osmers. Mr. Chairman, I would like to ask Mr. Jackman if 
he would describe just a little bit more his organization, the Investors 
League. Is that a membership organization, with annual dues? 
And what services does it perform for its members? 

The CHAIRMAN. Yes. 

Mr. JackMAN. It is a membership organization with membership 
dues. And amongst the many functions that we perform, we hold 
forums on economic matters that affect investors in various parts of 
the country. 

We have an advisory board that consists of some 88 people repre- 
senting every State of the Union. Its membership is distributed 
throughout the United States, with thousands of members in every 
otate. 
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It is a nonprofit organization and nonpartisan. We have con- 
ducted not only these forums but we have conducted educational 
programs For instance, in the past 2 years we have had high-school 
essay-writing contests in trying to pick up the high-school student 
to the importance of the investor in our national economy. 

The amazing thing this year was the tremendous number of young 
students who participated Last year we gave the winning student, 
who came from New Mexico, a share of stock in some 7 or 8 corpora- 
tions, and brought her to New York and gave her quite a good time. 
This year the winning student was from California. So in that area 
it is very definitely educational. 

It is educational in the area of the forums we have conducted, 
such as how to mprove management stockholder relationships and 
how to resume the flow of venture capital and how to perpetuate the 
free-enterprise system, and things of that nature 

Mr. Osmers. Your organization does not handle the actual invest- 
ment of funds for its members? 

Mr. Ja MAN No 

Mr. Osmers. It is educational and nonprofit? 

Mr. Jackman. We not only do not handle them but we do not 
recommend either one way or another what they should buy or sell. 

Mr. Osmers. Were you here this morning when a representative 
of the paint industry testified? 

Mr. JackKMAN. No; I am afraid not 

Mr. Osmers. The paint industry as you know is divided and diver- 
ed and spread all over the country. He made what I thought was a 
rather interesting observation that private paint concerns were wary 
of investing money in machinery to make certain Navy types of paint 
because they feared that the Navy would go back to the manufactur- 
ing of that ty pe of paint and their investment wo ild therefore become 


Sl 


more or | iseless because the Navy s the prin ipal consumer of 
that product 

Using that as a very sm ll exampl do you feel that the ever- 
ine! ising unnecessary con pet \ b isiness activities ot the Federal 
Government will, if continued unhampered, make the investment of 
Is ipital less and | Lut ( d tend more toward the invest- 

nto Government securities, and less and less into private busi- 

I 

Mr. J Ver ( 

( Lt ment is accepted 

\i JACKMA Oh, ves th ‘it is even worse than that 

The CHarrMan. I do not th ve need any argument on that 
Anyone who has any experien yr commonsense knows that is true 

Mr. J “MAN. No I think it could be emphasized more so. It is 
even Wol We have had over the past few years in our economy a 
tendency to morteace tutul | hope you now what | mean | do 
not want to co into what i mean DY it ; It is bond sales, leasing, and 
so forth Wi have no one into the equity market, The equity 
market 1s do vn to zero \\ a not have a thu ib] ‘ful of equity 
ser tie today Last vear, going across the count ‘y as I did, the 
ul | came up with is this: Tl the only iear business has got today 
is Government It is not co petition. 

The CHAIRMAN. Just a minute, Mr. Jackman I do not want 
to be discourteous, or an thir oe Of that kind, or even border on it 
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But you are talking to a group here who believe—and if I am not 
correct, Mr. Lipscomb can correct me-—-who agree fully on what 
vou said. You do not need to argue for it to us. We are all for it. 
Is that right, Mr. Lipscomb? 
Mr. Lipscoms. That 1 ) 
The CHArRMAN. We want to thank you 


f 


{ ] = ! } 
Mi WARD Mr Jackman, are vo familia With the transitior 
! } } 
ownership Of tarm credit Mixed OW ership corporations to a privately 
1 ») : 
owned babu 


Mi a CKMAN, No, I am not very well icquainted with that 


Nir \ » | though you mich Ly 1) re ol] ) they ! 1 
Li I ul Dt »\ he ( mrmers a Ot oO 
\ Ul Ss ( i ul I< ie! C10 ( 

Mi J KA N Y« | know some of t m it I eould no rO iLO 
i lenethy « eussion on ti i have q ea i ita Vallable 

{7 F 

( if 

VTi \\ D You Have not co mered t! applicadiliibs of that prin- 
ciple to othe LyYpes Ol Crovernme! owned corporations, have vou? 

Vir. Jac MAN Yes | think there are quite a lot of thn Involved 
In there wl ic! coul i De used nm many, many other instance 


The CHarrMan. Mr. Ward, if vou wish to make a statement now 
we would be glad to have it on the record. 

Mr. Osmers. You are familiar, Mr. Jackman, with the banking 
business that he Fi deral Government does in its post offices the 
so-called Postal Savings SVste m? 

Mr. JackMAN. Oh, ves 

Mr. Osmers. Do vou believe with the facilities today available for 
the saving ot funds that we need to continue the Postal Savines 
Syste m? 

Mr. JAC KMAN., Oh. ho, because | think tI e origi al mtent ol Con- 
gress in setting up the Postal Savings System was to make available 
to people in rural areas and in communities without banks, or any 
places for putting their savings, a place where they could deposit 
their money. It was a ve ry cvood idea in that regard. 

The CHarrMan. You would be satisfied if we could forget the 
postal savings end of it and get through some of these others, would 
you not? And hold it where it is. 

Mr. JaAckMAN. I think even on that there is no necessity for it 
today. 

The CHAIRMAN. You do not want us to start tilting at that one on 
this committee, do you? 

Mr. JACKMAN. Well, it is in competition with the taxpayer. 

The CHarrMAN. Surely it is in competition, but you do not want 
us to start trying to get that out, do you? You do not want us to 
embody in our program here a move to get rid of postal savings, do 
you? 

Mr. JaAcKMAN. No. 

The CuarrMan. If you overload us we will not get anywhere and 
then we will bog down. 

Mr. JackMAN. You have competition there and it is applicable 

The CuarrMan. I agree with you, but I have to have a toothache 
too. I do not like it but there is a certain amount of it I have to 
put up with. 








196 GOVERNMENT IN BUSINESS 


Mr. Osmers. Mrs. St. George, a very able member of our com- 
mittee, has introduced a bill to eliminate the Postal Savings. 

The CuHatrMan. I know, but she will not get it through this session. 

Mr. Jackman. If at first you do not succeed, try, try again. 

The CuarrmMan. Thank you very much. 

Mr. Warp. Is Mr. Fisher here? 

(No response. 

Mr. Warp. Mr. Fairchild? 

(No response 

Mr. Warp. Mr. Brylawski 

The CuarrMaAN. Your statement will be incorporated in the record, 
Mr. Brylawski the same as if you read it, and if you want to add to 
it that will be agreeable 


STATEMENT OF HENRY H. BRYLAWSKI, EXECUTIVE SECRETARY 
AND GENERAL COUNSEL, DISTRICT OF COLUMBIA BUSINESS 
PRACTICES COUNCIL 


(The prepared statement of Mr. Brylawski is as follows: 





STATEMENT OF HENRY H. BryLaw 1, ExeCUTIVE SECRETARY AND 
(FENERAL COUNCHI District oF CoLumMBIA BuSsINEssS Practices CouNCH 
Mr. Chairman, my name is Henry H. Brvlawski, attorney at law with offices in 
the Woodward Building, Was! gt D. ¢ I make this statement in behalf of 
the District of Columbia Business Practices Council, of which I am executive 
secreta 1 gene r 

The D f ¢ I B ‘ | tices Council is an organization com- 
posed ¢ | I D f Columbia the principal purpose 
of which is to promote and advance the interests of the merchantile industry in the 
Dist ( ! 

The « ( ( G ‘ ( D ion with private industry is 
mitry t the funda ( t ec ) ic DI CIple ipo! which the economy) of our 
‘ounti is Dased Che cour be eve mé st n of tree terprise unencumbered 
by Government regulation or competit insofar as is practicable and consistent 
wit! ( elfa 

With these 1c concept i! i, the District of ¢ ylumbia Business Practices 
( ( t ) r rd ring legislat \ reaffirms these pri 
ple ! ts i ir perp tion 1 ir e oO 

We have, therefore, examined with interest H. R. 8832, the Anti-Government 
Competition Act. as well as H. R. 9834 and H. R. 9835. which also are designed to 

vit ( t ) Y i lust 

Che ( ‘ does not desire to comment on the technical application of any of 
these proposed acts, feeling that it is bevond the pr nce of the council to suggest 

agi ( night be emploved to perfect them; nor do we feel qualified at 

this » favor one over! e ¢ S 

We desire, instead, to go on record as favoring this legislation in principle and, 
at the same time. to bring to the committee’s attention examples of Government 


competition with private industry which will help to illustrate the real need for 


egislation of this kind 
There have existed for some ti Washington and elsewhere throughout the 
} 


country, wherever there are concentrations of Federal employees, a number of 


clubs, eredit unions, recreational associations, and like organizations made up of 
C,over! mplove and era g W the framework of Government 

tallat The organizations have received the benefit of official encourage- 
ment and assistance from the various Government departments, and we think 
rightly so For we would like to sav at the outset.that we recognize and approve 
of the fine work that thev ace mplish in the enhancement of morale and in other 
Spec 

A good many of these organizations, however, include among their major en- 


leavors the operation of selective discount purchase ventures A survey con- 
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ducted for the council has disclosed that these purchase clubs have, through direct 
solicitation and otherwise, obtained for their memberships discounts from regular 
prices on many items of merchandise as well as services that are not available to 
the buying public at large. 

The survey disclosed that in some instances large retail outlets are maintained, 
in one instance at least within Government leased space, for the benefit of employ- 
ees. It also disclosed that in furtherance of the discount activities, the Govern- 
ment’s time, spac. , stationery, and mailing privileges were sometimes utilized 

There are various forms of the discount club activity. In most instances it 
consists of obtaining from certain cooperating retail merchants discounts avail- 
able only to the organization members. In others direct quantity purchases 
were found to have been made by the clubs for distribution to their members 

While these activities have not been carried on by the Federal Government 
directly, the fact that they have been countenanced and encouraged by the Gov- 
ernment, that they have been operated out of Government buildings through 
agencies which are semiofficial arms of the Government, and on the surface have 
all of the indicia of being official Government activities, has created for them an 
atmosphere denoting operation by the Government, or, at the least, with Govern- 
ment approval. This, of course, has contributed toward their widespread accept- 
ance by Government employees. 

In addition to the violation of the fundamental principle of the separation of 
the Government from private enterprise, Federal and State laws are violated by 
these activities. These laws include the Robinson-Patman Act which very 
definitely prohibits the granting, soliciting, or acceptance of selective discounts, 
except under circumstances which are not present in these cases. 

The council has obtained authoritative legal opinion that the Robinson-Patman 
Act would apply to the discount purchase clubs in the District of Columbia without 
regard to the question of interstate commerce In addition, the fair-trade laws of 
the 45 States where such laws are in effect are being violated by the clubs which 
conduct discount purchase activities within those States. 

We are glad to report that after bringing these cond 
attention of the appropriate Government officials steps were taken which may 


ions and activities to the 





serve to cause the discontinuance of these purchasing activities Conferences 
were held with the Secretary of Commerce and with representatives of the 
Sureau of the Budget These conferences culminated in a bulletin to the heads 





of the executive departments and establishments from the Director of the Budget, 
} 


a copy of which is attached to this statement (bulletin No. 54-11 
In this bulletin the Bureau of the Budget has advised the heads of executive 
departments and establishments to eliminate any consumer purchasing practices 
of Federal « mployee organizations which may be in violation of |] 
In addition the bulletin emphasizes the responsibility of the |} 





ments and establishments for assuring that such facilities are not devoted to 
activities of such organizations in violation of law 

The Director of the Budget also wrote to the council explaining in more detail 
the position of the Bureau. A copy of this letter, dated June 18, 1954, is also 
attached We are very appreciative of the action taken by the Director and 
order that the administration’s position on this subject might be better know: 
by the various agencies we have reproduced and distributed his letter to a number 


of departmental heads 

The Direetor of the Budget, however, did not consider this ibject from the 
standpoint of Government interference with private enterprise, but primarily 
from the question of violation of law or the unauthorized use of Government 
facilities and resources For this reason, as well as others, we feel stified 
bringing the subject to the attention of this committee 

We believe that, when considered in the perspective in which it operates, the 
discount purchase activity of the various quasi-official Government employee 
organizations constitutes an important and serious form of competition on the 
part of the Government with private enterprise 

We desire. therefore. to place this brief outline of this activitv in vour record 
as an additional example of the need for corrective action of the kind provided for 
in the legislation now under consideration 
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\\ ut ( j ( wel ( I rn | ve careful 
f f } 1 . 2 1 be inxl is 
i i e ¢ onst ed t t the fair- 
’ ( ‘ 10 a e ft t t I sit or desirable 
( i a ffect « pr z 
I bl 0 ( l T f i T ret ties 
normal funct f employee organi- 

’ I r mitt priva em] er 
t i that any action o Bureau of the Budget 
Oo , ’ i be ited t ca the agencies’ 
idle daeamdanatl os matters. | basis of this 
1 | ! sued t the Federal agencies 

~ r 


Subject L' se f Government facilities and manpower in activities of Federal 
| V orgal itl 

Tot Heads of Erecut Departments 1 Establishment 
1. This bulletin (a) brings to the attention of the departments and establish- 


ments complaints received by the Bureau of the Budget with respect to alleged 





improper of Government facilities and manpower in activities of Federal 
employee organizations and (b) emphasizes the responsibility of the heads of the 
departments and establishments for assuring that Government facilities and 
manpower are not devoted activities of such organizations in violation of law. 

9 The Bureau of the Budget has received complaints from several sources 
that voluntary organizations of Federal employees are improperly utilizing 
Govern t facilities and manpower in some of their activities, specific reference 
being made to certair nsumer purchasing activities which are alleged to be in 





Se 
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violation of fair-trade laws or are claimed to be otherwise improper. Among 
these complaints are charges that Government space has been used in the storage 
and display of consumer merchandise available for sale to employees, that penalty 
mail indicia have been improperly used, and that Government manpower has 
been improperly used in administering bulk purchasing activities of such groups. 
Where these complaints have been specific the Bureau of the Budget has referred 
them for investigation to the heads of the agencies concerned. 

3. Voluntary organizations of Federal emplovees which contribute to the 
welfare and morale of Federal employees merit the encouragement and support 
of the departments and establishments. It is not believed either feasible or 
desirable to establish governmentwide policies which might have the effect of 
depriving these organizations of the opportunity to engage in activities of a type 
whicl 
sponsored or permitted by private employers The head of each departr ent 
and establishment should, however, take appropriate action to assure that the 
support provided to s ich organizations does not result in the use of Governn ent 
facilities and manpower in any manner or for any purpose contrary to law 


1 are commonly accepted as normal functions of employee organizations 


RowLanp R. Huaues, Directo 


Mr. Brytawsk1. | just want to Say the District of Columbia 
Business Practices Council is i local trade oreal zation composed of 
retail merchants, and we intended to and I do in my statement I ring 
to your attention one form of Government competition which per- 
haps you are not too familiar with, and which perhaps on the overall 


) 
| 
l 


picture of Government competition is not too important, and yet it 
is important to us 
We felt it worth while to bring it to your attention as an added 
reason for the passage of the type of legislation you have under 
consideration 
We do not express any particular favor over any particular bill 
which is pending before you We have not had th O} portunity to 
study them all We do favor legislation of this kind 
That is all lition, of course, to my statement 
which is in the record, I understand, 
The CuatrmMan. That is right 
Mr. Osmers. Mr. Brylawski, I would like to ask you whether you 
a : 
i 


I want to say in add 


feel you should establish in the executive branch of the Government 
some place where members of your Distri t ol Columbia Business 


l 
{ 


Practi es Council e in present their case tor the ending of some com- 


petitive Governm«e nt activitv. and where the appropriate Government 


I I 
department could come and defend itself? 
Mr. Brytawsk1. We would be most highly in favor of that, Mr. 
Osmers 
Mr. Osmers. Do you feel that the President should be required to 


make a report each year to the Members of Congress and the peopl 
of this country on competitive business activities and the progress 
that is being made to eliminate them? 

Mr. Brytawsktr. I think it would be most helpful. 

Mr. Osmers. Do you think before any new discount club could bi 


started within the Government that thev should be made to co to the 


Director of the Budget and prove tl eir case and prove the need for 
their a tivity ? 

Mr. Brytawsk1. I feel that, and I also feel in no case would it be 
justified. Even those that are existing. I would like to go a little 
beyond that. 

Mr. Osmers. I realize that the existing ones will require a painstak- 
ing and careful job with topflight personnel to weed out those that are 
unnecessary and those that should be continued. But certainly as to 
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the new ones it seems reasonable that, Mr. Chairman, we demand that 
they prove their case to the Director of the Budget, or to some other 
official in the Government. 

Mr. Brytawsk1. I certainly agree with that, Mr. Osmers. 

Mr. Osmers. I have nothing further. 

The CuarrMan. That is all. 

Mr. Brytawski. Thank you, sir. 

Mr. Warp. Is there anyone else in the room who wants to make a 
statement? 

No response.) 

Mr. Warp. There are no other witnesses. 

The CuHarrMan. We will adjourn until Monday morning at 10 a. m. 

(Whereupon, at 11:20 a. m., the committee adjourned until 10 a. m., 
Monday, July 19, 1954, in room 1301, New House Office Building, the 
regular hearing room of the Committee on Banking and Currency of 
the House of Representatives.) 





GOVERNMENT IN BUSINESS 
(H. R. 8832, H. R. 9834, H. R. 9835, and H. R. 9890) 


MONDAY, JULY 19, 1954 


House oF REPRESENTATIVES, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The committee met at 10 o’clock a. m., Hon. Clare E. Hoffman 
(chairman) presiding. 

The CHarrMAN. The committee will come to order. Our first 
witness is Mr. Percival F. Brundage, Deputy Director of the Bureau 
of the Budget. 


STATEMENT OF PERCIVAL F. BRUNDAGE, DEPUTY DIRECTOR, 
BUREAU OF THE BUDGET 


Mr. BrunpaGe. The four bills now before your committee, H. R. 
8832, H. R. 9834, H. R. 9835, and H. R. 9890, all have the same gen- 
eral purpose: to terminate or limit those activities of the Federal 
Government which are conducted in competition with private enter- 
prise. The Bureau of the Budget fully supports this objective. 

President Eisenhower stated during the campaign: 

To bring Government closer to the people we will set up these principles and 
adhere to them: That no Federal project, large or small, will be undertaken which 
the people can effectively do or be helped to do for themselves; that no Federal 
project will be undertaken which private enterprise can effectively undertake * * * 

In accordance with the principles established by the President, the 
executive branch has already initiated a program to reduce or ter- 
minate, wherever compatible with the national interest, Government 
competition with private enterprise. The Business and Defense Serv- 
ices Administration of the Department of Commerce is examining 
specific complaints of Government competition, and, where the facts 
warrant it, discussing with the agency concerned the ways and means 
of eliminating or reducing such competition. The Department of 
Defense has issued a directive calling for an analysis and justification 
for the continuance of commercial-industrial facilities operated by the 
military establishments. Certain of these facilities have already been 
discontinued. 

There is also a study underway by the Hoover Commission in this 
direction, 

The Bureau of the Budget is presently planning to ask the other 
agencies to make a similar review of commercial-industrial type facili- 
ties and report as to the action taken. 

201 








202 GOVERNMENT IN BUSINESS 


Something has already been accomplished by the Bureau of the 
sJudget through its ordinary b 1dgetary policies. 

The bills before your committee represent four somewhat different 
approache s to the problem of Government competition i... S8a2 
provides for the creation of a new independent agency, an Anti- 
Government Competition Board consisting of the Secretary of Com- 
merce as Chairman, the Secretary of the Treasury, the Comptroller 
General, and the Director of the Bureau of the Budecet, or their duly 
designated deputies. The Board would have authority to consult 
and cooperate with officers of the Government to determine the 
practicability of limiting or terminating competition, and to make 
recommendations to the President concerning any proposals to 
establish new Government enterprises which would compete with 
private industry 

H. R. 9834 requires the Director of the Bureau of the Budget to 
submit to the Congress in January of each year a list of all activities 
of the Government which compete with unsubsidized private enter- 
prises and which can be terminated without seriously impairing 
Government activities which do not compete with unsubsidized 


private enterprise The bill also establishes procedure to be followed 
by the Senate and the House of Representatives with respect to 
termination bills 


H. R. 9835 provides that the President shall examine, and from 


time to time reexamine, all Federal ictivities which compete with 
private ent prise and determu what the effect, uf any, would be on 
essential Federal programs of the discontinuance of these activities 
The President is authorized to terminate any commercial activity 
which can be carried on by private enterprise without substantially 
impairing essential activities of the Federal Government 
H. kh. 9890 provides Une the President shall issue instructions and 
lati for the terminatio limitation, or establishment of 
: pe operations ol the Federal Government which are com- 
pel Live WILD privat ene TIS¢ I} e bill assigns to the secretary 
of Commerce the duty of rece ing and acting upon complaints of 
Gove! ent competition, and quires the Director of the Bureau 
of the Budget to make specific recommendations to the President 
concerni proposals to establish new Government business-type 
(oi) { ils 
iH .. 8832 ould add a ne Indepe ident agency to the already 
excessive mber of agencies reporting directly to the President 
The Anti-Government Competition Board created by the bill would, 
to a considerable extent overlap and duplicati work now being 
performed elsewhere in the executive branch We believe that the 
executive branch already possesses a lequate machinery to perform 
ul functions assigned to the Board, and that the establishment of a 
ne acency is unnecessary an undesirable Consequently, the 
Bureau of the Budget does not favor enactment of H. R. 8832 


H. R. 9834 is largely concerned with rules of procedure in the 
Senate and the House of Representatives. Section 1 of the bill, 
however. would impose a very heavy workload on the Bureau of the 


Budget by requiring it to submit to the Congress each year a list. of 
all activities which compete with private enterprise and which can 
be terminated. It is doubtful that the thorough study and analysis 


‘quired for the preparation of such an exhaustive list could be 
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accomplished with the Bureau’s present staff resources, particularly 
at the time of the greatest demand for the budgetary program. 

There would be no objection, however, to the enactment of H. R. 
9834 if a provision similar to section 4 of H. R. 9835, which would 
permit greater flexibility in scheduling and conducting the examination 
of each commercial activity, were substituted for the present language 
of section 1. 

Section 4 of H. R. 9835 reads as follows: 

The President shall examine and from time to time reexamine each commercial 
activity engaged in by each department, agency, and independent establishment 
in the executive branch of the Government and shall determine what the effect 
if any, on these central activities of the Federal Government would be on ter- 
minating such commercial activity. 

As to H. R. 9835 and H. R. 9890, we believe that substantial 
progress is being made, and can continue to be made, toward the 
reduction and termination of Government competition under existing 
statutory authority. If it is the view of the Congress, however, that 
a declaration of congressional policy and new legislation would 
support and strengthen these efforts, the Bureau of the Budget 
favors the approach taken in those bills. 

The CHarrMan. Mr. Osmers. 

Mr. Osmers. Mr. Brundage, I would just like to make a few remarks 
before I ask any questions. 

As a result of the work of the Harden committee, and preceding 
committees, and the public hearings that have been held by the 
full committee for the last 3 days, we seem to have come up with 
something of a unanimous opinion among the members of this com- 
mittee that needless Government competition with private enter 
prise should be ended. There is, as there always will be, and probably 
should be, some difference of opinion as to the exact. methods that 
should be followed in connection with this. As you probably know, 
I am the author of H. R. 8832, and when I discussed that particular 
bill with Mr H iches over 1n his office a co iple of weeks aco, I must 
say that he made a very good case for the contention which you put 
in your statement that we need not establish a new board within the 
Government to report to the President and that probably a better 
way of approaching the problem of the businessman can be found 

Nearly all of the witnesses who have cared to express an opinion on 
this subject have urged that we establish within the executive branch 
some place where they could place their case for a hearing, and where 
the appropriate Government officials may also make reply if they 
care to do so. 

It has been suggested, and it is embodied in H. R. 9890, that that 
official, or that place be in the Department of Commerce, or the person 
would be the Secretary of Commerce and he would report to the 
President and then the President once a year would make a report to 
the Congress on the progress that had been made and what the state 
of the Union was with respect to the competitive activities. 

We would also place within the executive department some author- 
ity to review the new competitive activities, which authorization is 
contained in H. R. 9890, and that authority would be given to the 
Bureau of the Budget. I find absolutely nothing to disagree with in 
H. R. 9835, which is Mr. Hoffman’s bill. I have felt all along that 
it would be helpful to the cause all around if we could make a few 
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further steps—have the report provision and the review provision 
and the appeal location in the executive department. 

I hope, even though time is running out on us very rapidly, that 
Congress will be able to enact legislation that would meet all of these 
requirements and yet not place a burdensome set of provisions upon 
the executive department 

| also want to say what I have said on other occasions during the 
hearings, that the administration so far has done an excellent job in 
this field, and I think particularly in the Department of Defense. 
There has been there a general facing up to this problem and an aware- 
ness of it, and a desire to end every needless type of operation. 

However, personnel changes and things happen, and I feel somehow 
that legislation should be tied into this. 

I realize, because we have dealt with it now for several years—the 
Harden subcommittee members at least—that we cannot write a 
definition on Capitol Hill that would be so clever that it would apply 
to every possible situation that might occur, so we are trying to reach 
out through these bills that have been suggested here to correct the 
condition and yet not place the executive in a straitjacket that would 
make it impossible for them to operate in a practical day-to-day way. 

Now, do you not feel, Mr. Brundage, that it would be helpful to 
the businessman of the country and to the industry associations and 
the trade associations and so on; that it would be advantageous all 
around for them to have some orderly procedure, some place to go, 
to establish their claims and complaints against what they consider 
to be the Government competition? 

Mr. BrunpaGe. I do very definitely, Mr. Osmers. 

Mr. Osmers. Do you feel that it would be an onerous requirement 
to say to the Executive that he be required to report to Congress 
and to the people annually on this subject? 

Mr. BrunpaGr. On the general progress, no, I do not. I think to 
require a specific detailed account of each one, at a specific time, might 
be onerous. I think the other is desirable. 

The CHarrMan. With reference to what you just said, you did 
make that objection to the provision to ask the Bureau of the Budget 
to make a report, did you not? 

Mr. Brunpace. No. What I said was that the report called for 
in H. R. 8832, or 9834, would be required at the time of greatest pres- 
sure, and it would be a detailed report. I think the report on the 
progress of the general program would be a general report in such de- 
tail as the executive branch might desire, and I think that is all right. 

Mr. Osmers. My major objective at this time in the 83d Congress, 
and considering the possible adjournment date, is to get something 
started. I feel that section 6 of H. R. 9890, page 4, is a simple sentence 
It says: 

The President shall make an annual report to the Congress concerning opera- 
tions under this Act, together with such information, comments, and recommenda- 
tions as he may deem appropriate for furthering the policy declared in section 2 
of this Act. 

I believe that language is broad enough to give the President the 
latitude that he needs in making up the type of report that he wants. 
After receiving 1 or 2 of those reports, the Congress, if it should feel 
the reports were not expository and sufficient, could enact further 
legislation specifying further details. If the President found this 
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requirement was needless, or set up a task more difficult than the 
results warranted, he in turn could ask Congress that he be relieved of 
that provision, so you would not feel that that sentence, or similar 
language, would place an undue burden upon the Executive? 

Mr. BrunpaGe. No, indeed. I do not see any objection to it 

Mr. Osmers. I do not have any other questions, Mr. Chiarman 

The CaarrMan. Mr. Dawson. 

Mr. Dawson. Mr. Brundage, you appreciate the fact this system 
has grown up through the years, do you not? 

Mr. Brunpaae. | do. 

Mr. Dawson. And that much of it is the result of the various war 
activities engaged in to protect this country? 

Mr. Brunpaae. I do. 

Mr. Dawson. And you appreciate the fact that the Hoover Com- 
mission is now making a study of this entire matter, do you not? 

Mr. BrunpbaGe. Particularly in the Defense Department. 

Mr. Dawson. Do you appreciate the fact that a subcommittee has 
been doing a lot of work on this particular subject matter? 

Mr. Brunpbaae. Yes. 

Mr. Dawson. Do you not think in the light of the fact that this 
thing has been growing throughout the years to such an extent that 
the President has made it a part of a study of the Hoover Commission, 
and do you not think in the light of the fact that another subcommittee 
has been handling this matter, that it is rather strange that this full 
committee in the closing days of this session, when some of the mem- 
bers themselves have not given exhaustive study to this matter—do 
you not think that the best thing we could do would be to give to the 
Hoover Commission and to those who can study the matter an indica- 
tiln of policy? Do you not think that is the step that should be taken 
at this late date? 

Mr. BrunpaGcs. Whether you would give a statement of policy’ 

Mr. Dawson. H. R. 9835 is a statement of the policy of the Con- 
gress toward this matter to take Government out of business. We 
all know that there are many activities of the Government that we 
call business activities that are legitimate activities and pose no 
contest, or no challenge to business as such. We know that. There 
are some activities that are called business activities that we do not 
want to take away from the Government. Then under those cir- 
cumstances, since the Hoover Commission is made up of experts 
from all areas of business and otherwise and is making a study of this, 
do you not think at this date, in respect to them and in respect to the 
committee that has already been studying this matter and is not 
handling it now, that the best we can do or the thing we ought to do, 
would be to declare a statement of policy of the Congress? If Con- 
gress will adopt it at this late date, it would indicate to them how we 
feel about it. Should we not do that rather than try to write specific 
legislation which may be contrary to the findings which those other 
bodies may eventually bring out after their long and exhaustive study, 
a study that this committee cannot make and has not had the time 
to make? 

Mr. BrunpaGe. If I correctly understood you, I think that | 
agree with you. We said that we had no objection to a general state- 
ment of policy such as appears in H. R. 9835 and 9890, but we do not 
want to have a blueprint set up. 
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Mr. Dawson. That is right. So, at this late date, trying to get it 
through Congress when we know it is almost impossible to pinpoint 
certain activities and certain responsibilities upon certain executives, 
to my mind it would be going a little too far in the light of the study 
now bel made and the recommendations that will come. 
Mr. | 
The 


ne 

B t{UNDAGI | acree with you 
CHaAtRMAN. Mr. Pilcher 

Mr. PincHe! No questions 

The CuatrMan. Mr. Judd. 

Mr. Jupp. No questions 

The CuHatrmMan. Mr. Lipscomb 

Mr. Lirescomn. No questions 


The CHarrMaAn. On page 3 of your statement you say: 


We | e that the executive branch already possesses adequate machinery to 
ms assigned to the Board, and that the establishment of the 


speaking there of the Board created by H. R. 8832? 


The CHatrMan. You agree, do you not, that the Government should 


no iy I Dusiness Vi ith those who pay the taxes? 


| ( 
The CHAIRMAN. Otherwise. if we | eep on, the Government will be 


doing all the business, if they can get the money somewhere, but they 


will not be able to get funds 
M BRUNDAGI That is ht The only objection is to the 
! provided by H. R. 8&8 
The CHatrMan. Do I understand vou to say that a broad, general 
statement of general approval of getting the Government out of 
Dusin¢ would be all right 
Mr. BrunpaGe. | think that it would be [ think that it would bs 
hel 
The CHAIRMAN. Such a statement as is in H. R. 9835? 
Mr. BrunpaGe. Yes; and H. R. 9890, too, I think. 
The CHarrMan. It is in H. R. 9890? 
Mr. BrunpaGe. Yes; the declaration of policy in H. R. 9890 
The CHarrMAN,. It says in that declaration of policy: 
ar va Federal 
( } PT ( t e with priva 
\ 4 1 rr the Gover 
I M ( ul programs and 


Is th r ny objection to that 


enough statement. I am 


Mir. BrunpbaGeg. I think that is a broad 
In entire sympathy with it 

The CHarrmMan. What about this provision: You will find it in 
section 4 of H. R. 9890: 


I 
It sha t luty of the Secretary of Commerce, acting under the instructions, 
rule and regula s issued by the President, to receive from the publie and 
p ce ec plaints of Government competition with private enterprise 

and, \ re ft facts warrant, consult and cooperate with officers of the Govern- 
t per sing the Governme t Dusimess-t\ pe ope rations complained about in 

rder to suggest, where appropriate, the termination or limitation of Government 
conpetition through the utilization of private facilities, products, or services in 
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Is there any objection to that? 

M r. BRUNDAGE. No ; | have no obj ection at all 

Mr. Osmers. Mr. Chairman, are you reading form a print that | 
l ) 


do not have avail ble 
The CHAIRMAN. | do not knowe I have my own print. 


1 


Mi OsMERS. | ) »VoU have a secret document there \ fr. Chairmar 
The CHarrmMan. No. I am trying to ask if he has objections 
certain provisions. Do vou have any objection to section 6, which is 

is found in 9S90? } j 
Mr 


Bri NDAGI I do not 
The CHAIRMAN. Or section 7 
B 


Mr RUNDAGE. No 

The C‘HATI MAN | think that : 

Mr. Osmenrs. | have one kind of roundup question that I would 
like to ask, particularly with reference to the questions that M 


Daw son directed to vou 

I do not think that it would be worthwhile, in view of the attitude 
st of the mem- 
n Capitol Hi 


in the short tim hat we have available to [I do not feel in good 


f the administration and the expressed opinion of m« 


bers of this committee, to Pass a declaration of policy o 


onscience that I could go to the leadership and ask them to tak: 
time because there is no lack of a policy on the part of the : nihis- 
tration, and no member of the committee has urged that we must 
continue needless Government activities. 

Do you not feel if we are going to consider legislat ion in these re- 
maining day s, that we should at least re quire a report designating 
some Official in the executive department to review the complaints of 
business, and that we should ask the Director of the Budget, or some- 
one else, to carefully screen all new proposals to enter into competitive- 
type activities? 

Mr. BrunpaGe. I do, yes. 

1 understood that Mr. Dawson’s questions related to a specific set- 
ting up ol machinery , like this board. I do not think that is desirable. 

sut a general statement and a general provision such as is included 
in both of these bills 1 think would be helpful. 

Mr. Osmers. Fine. I want to say as the author of H. R. 8832 
that I am not seeking at this time, and today—so we do not’ need to 
waste time and question all of the witnesses about it—to establish 
the board provided for in H. R. 8832. I have been conv inced that 
would be cumbersome and unnecessary, and I withdraw it as an 
active proposal. 

The CuatrMan. Mr. Ward, who obtained the testimony for the 
Harden subcommittee, has a few questions that I wish you would 
reply to, if you will. 

Mr. Warp. Mr. Brundage, have you had an opportunity to in- 
vestigate the cost-accounting systems in the executive branch to de- 
cide whether or not they are adequate to do a reasonable job on these 
activities? 

Mr. BrunpaGe. For this purpose, you mean? 

Mr. Warp. Yes. 

Mr. BrunpaGe. I think that we could obtain the information as 
to the operations of the Government-type operations, yes. 

Mr. Warp. The Defense Department gave the committee quite a 
list of statutes which seem to require that they engage in commercial- 
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type activities. Has the Bureau had an opportunity to examine 
those statutes, or ask other Government agencies to compile such a 
list so that it is possible to tell whether or not the agencies must 
engage in those activities? 

Mr. BrunpaGe. I do not happen to know. Mr. Finan of our 
staff might be able to answer that. 

Mr. Finan. We are not familiar with the items that you are refer- 
ring to, Mr. Ward. Can you call them specifically to our attention? 
I am not familiar with the list of statutes that you are referring to. 

Mr. Warp. The Navy called our attention to a long list of statutes 
that seem to require them to do a number of these commercial ac- 
tivities. It looks like it might be a good idea if a list were made 
rovernmentwide. 

Mr. Prucuer. Mr. Brundage, I know that you were a senior partner 
in Price, Waterhouse for many years, and I assume that you are a 
certified public accountant 

Mr. BrunpaGe. Yes. 

Mr. Prrcuer. Do you feel that the accounts now being kept on 
these Government business-type activities regarding cost and so 
forth, for budgetary purposes, are sufficient? 

Mr. Brunpace. They are not ideal, no, sir. 

Mr. Pitcuer. What is your agency doing about this? 

Mr. BrunpaGe. Well, I think we are working on it all the time. 

Mr. Pincuer. Can you speed up the program which has been 
underway now for several years and made little progress or borne 
little fruit as far as we can see on Capitol Hill about costs? You 
know, when we ask about what a certain thing costs. 

Mr. Brunpace. I am working on it personally, sir. 

Mr. Prncaer. Thank you 

The CuatrMan. Thank you, Mr. Brundage. 

We will hear the next witness 

Mr. Warp. The next witnesses will be from the Department of 
Commerce, Mr. Teetor and Mr. Honeywell. 


STATEMENT OF LOTHAIR TEETOR, ASSISTANT SECRETARY FOR 
DOMESTIC AFFAIRS, DEPARTMENT OF COMMERCE; ACCOM- 
PANIED BY CHARLES F. HONEYWELL, ADMINISTRATOR, BUSI- 
NESS AND DEFENSE SERVICES ADMINISTRATION, DEPARTMENT 
OF COMMERCE 


Mr. Terror. Mr. Chairman, my name is Lothair Teetor. I am 
Assistant Secretary of Commerce for Domestic Affairs. 

For quite a few months the Commerce Department has been taking 
a very lively interest in this matter of Government competition with 
private enterprise. We consider it one of the important responsibil- 
ities of the Department of Commerce, and particularly the Business 
and Defense Services Administration, which is a part of the Depart- 
ment of Commerce. 

We have been trying over the months to get the facts about Gov- 
ernment competition with business, with private enterprise, and 
wherever we felt that the case warranted it we have urged that agency 
of Government which was competing with private enterprise to dis- 
continue that competition. We in Commerce are firm believers in 


GOVERNMENT IN BUSINESS 209 


private sateen and feel they should do the job of producing ma- 
terials for the Government whenever and wherever they can. 

I am glad to say that considerable progress has been made along 
this line. It has been due principally to the cooperation of the De- 
partment of Defense, which has worked very closely with our Business 
and Defense Services Administration. They have given us the infor- 
mation we have asked for and many of the things they were doing 
have been discontinued. 

On the matter of legislation, we rather doubt at this time if any- 
thing particularly effective might be accomplished. 

The Cuarrman. Why? 

Mr. Terror. We doubt if anything particularly effective could be 
accomplished at this time because of the work that we are doing in the 
Department of Commerce. 

Now, Mr. Honeywell is going to say more about this, Mr. Chairman, 
when I finish with my introduce tory remarks, but through his division, 
the Business and Defense Services Administration and the group that 
he has working on this, they are making excellent progress now. | 
think that it would be wise to let us go ahead with this and do the 
things that we have in mind doing now. We believe that it will not 
be too long until there will be very little criticism of the Government 
being in competition with private business. 

The Cuarrman. If I may interrupt you there, I understand that as 
early as the 1930’s a congressional committee criticized Government 
in business, and then the Bonner subcommittee followed along with a 
somewhat similar report. Then, as we know, the Hoover Commis- 
sion took a hand at it, and then the President himself has been saying 
something about it. However, the complaints continue to come in 
to us from our home folks who are deprived of their opportunity to do 
business and pay taxes to the Federal Government, so perhaps we are 
too impatient, is that what you are saying, or is this something new, 
maybe? 

Mr. Terror. This is something new, Mr. Chairman 

The CuarrMan. Off the record. 

(Discussion off the record.) 

Mr. Terror. This is a rather new operation 

The CrHarrmMan. They have changed some of the fellows in th 
departments. They have given Mr. Wilson a few new Secretaries of 
Defense, but every time some fellow comes up here he brings with 
him someone who has been down there the last 10 or 15 years, which 
makes me wonder if perhaps the old policies, despite our endeavors, are 
not still in force 

Mr. Trrror. Some are, but some have been changed, but thé 
important thing is this—there is now a desire on the part of public 
officials to stop this practice. 

The CHarrMan. Which ones? 

Mr. Treror. The Department of Defense and the Post Office 
Department. 

The CHAIRMAN. Do you mean those at the top, or all down through? 

Mr. Terror. It must start with the top, and if the top really 
believes in it and wants those policies practiced, the top can put them 
into effect and we have watched them work in that direction. 

The CuHarrMan. This morning I received a letter from some 20 
organizations—I think it is interested in the Navy—and they all want 
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to continue doing what they are doing, so unless somebody at the 


top really sets down on it we will not make much progress. 
Mr. Terror. Certainh me of this legislation we have no objec- 
ion to We have no objection to H kK. 9835 We have no objection 
H. R. 9890 I do not know that either one would be to effective, 
Dut we do object to H R SS32. and the estal lis] ment of a new agency 
ry ove { We think that mieht not help a great deal, and it 
e more agenc) H. R. 9834 requires the Director of 
the Bureau of the Budget to submit a long report to Congress, which 
for him You have no a ver ffective agency 
1) nt of ¢ { is il ill the time 
he tio? ly from industry through 26 different 
siors in he B d Vetense Servi S \dmunistration 
divislo ell us whenever thev are confronted 
h G rnment competi and whenever it is found they are, we 
) \\ ( re { people : the top of nese 
(701 agencies today believe just like we do, and they are will- 
help us. and thev have helped us, and I think they will continue 
thin as I said before, the important factor, is the desire 
( e pal oO] publi officials to do this thin y If we have public 
he top who do not want to do it, I think regardless of the 
ype of legislation we pass we will have great difficulty in getting the 
ti ped. 
Ou! like for Mr. Honeywell to speak at greater length about 
I B CSS and Defer se Services Administration. Mr Honeywell 
he Administrator of the Business and Defense Services Adminis- 
tration He has been right in the middle of this, and I would like 
for him to talk to you a little bit about this 
Mr. Dawson. This country is now facing a crisis which may or 
L\ not develop into a real hot war, as we call it In the event that it 
did, and it would be necessary for the Government to speed up any 


pal Ol 1ts Defens Establisl ment, vou would be for the Government 
doing whatever is necessary in the light of the circumstances facing 


the country, to prepare | eco Iniry to meet the challenge, would you 
not? 


Mr. Terror. Certainly 

Mr. Dawson. When World War I came we were unprepared. It 
was necessary for the Government to furnish money and to build 
buildings and buy machinery and so forth in order to meet the chal- 
lence. was it not? ; 

[r. Terror. I believe it was 

Mr. Dawson. And after World War I we sank our ships and we 
pulled in our claws, and when World War II broke out we were caught 
unprepared again, and consequently the Government had to go through 
a feverish effort to prepare itself to meet that emergency ; that is true, 
is it not? 

Mr. Terror. Yes, using private enterprise always to the extent it 
could be of service, 

Mr. Dawson. Private enterprise could not do the job the Govern- 
ment did. It did not have the money. It did not have the means. 
It did not have the facilities to do it as quickly as was necessary in the 
light of the Department of Defense, which was charged with the 
responsibility of protecting this country; is that not true? 
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Mr. Treror. In many cases that was true. 

Mr. Dawson. In most cases that was true, was it not? 

Mr. Terror. I would not want to say “in most cases’’ that was true. 

Mr. Dawson. Then in many of these activities that the Govern- 
ment is now engaged in they had perfected their own tanks, perfected 
their own guns, and perfected many of the instruments in the defense 
of this country within their own plants; is that not so? 

Mr. Treror. Yes. 

Mr. Dawson. That work could have been done by private industry 
had they had the incentive to do it, or had they wanted to spend the 
time and money without any return in order to make the necessary 
experiments; is that not so? 

Mr. Terror. I suppose that is true. 

Mr. Dawson. But industry is not going to engage in anything 
unless they can see a return for themselves, a proiit for themselves 
from the operation, are they? 

Mr. Terror. No, sir. 

Mr. Dawson. You talk about your BDSA. What is that? 

Mr. Terror. That is the division that was established the Ist of 
last October. It is the Business and Defense Services Administration 
Mr. Honeywell is the Administrator of it, and he would like to tell 
you about the BDSA. 

Mr. Dawson. Under what authority was it set up? 

Mr. Terror. It was set up by law. 

Mr. Dawson. Of the Congress? 

Mr. Terror. Yes. 

Mr. Dawson. Do you have any relationship with the Small 
Business Committee of the Congress? 

Mr. Terror. Yes, we have very close relationship with the Small 

susiness Committee of the Congress. 

Mr. Dawson. And you have worked on complaints that have 
reached you from that committee which in turn were received by the 
Members of Congress? 

Mr. Trrror. Yes; we have acted upon many of those. 

Mr. DAWSON. You do not regard it as a matte of ceoneres ional 
interference if a Congressman receives a letter from a businessman, or 
industry in his district, and he takes it to the committee, and then the 
committee brings it to you. You would examine the situation. You 
would not call that congressional interfere nce would you? 

Mr. Trreror. No, sir. Wewould welcome that. 

Mr. Dawson. And if the Congressman received a letter from a 
businessman in his district and brought it directly to your attention, 
would you act on it? 

Mr. Terror. Yes, we would try to do everything we could. 

Mr. Dawson. You would not think the Congressman was unduly 
trying to interfere with you, would you? 

Mr. Trkeror. No, sir. 

Mr. Daw SON 5 ou would think, in fact, that the Congressman was 
carrying out his duty to his constituents, when he is their National 
Representative, to take any complaints to you and call them to the 
attention of the ones charged with the responsibility of acting upon 
them, would you not? 

Mr. Terror. T should think he should always do that 
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Mr. Dawson. Then if a letter comes down you will not red-print 
it “CI,” will you? 

Mr. Terror. No, sir. You can send all the information to us you 
can. We would like to have it 

Mr. Osmers. Mr. Chairman, first I want to tell Mr. Dawson that 
I do not want to interrupt his chain 7 thought. I do want to inter- 


ject this thought—that while I have full respect for what was done by 
the Government during World War IT, I want to say frankly for - 
record—even though I may disagree with Mr. Dawson—that had ji 


not been for the skill and the energy and the know-how of seats 
enterprise during any of our wars we never would have come out with 


that magn ficent result we did There were some activities that were 
purely of a Government nature where we had to take the men from 
private industry and put them in Government, or in uniform to ac- 
complish the results, but in my opinion the American free enterprise 
SyYSstel s the strongest board we have. Mr Teetor, ane | ths at is why | 


am primarily interested in getting legislation of this type 

Mr. Dawson. You do not mean to Say that I do not be lieve in free 
enterprise, do you? 

Mr. Osmuers. I do not mean to say that. I always prefer to have a 
man’s own words speak for himself. I do not need to speak for him. 
What I am trying to do in suggesting these various bills is to raise the 
subject a little above the business of a man writing a letter to his 
Congressman. Maybe he does not know his Congressman; maybe 
his Congressman does not like him; maybe his Congressman does not 
agree with him; maybe his Congressman ae not understand the paint 
business; maybe his Congressman is away in Europe on an expedition. 
What I am trying to do is to set up a sts ini , a place where a legitimate 
busincssman, or an association, can place a case before the Govern- 
ment. lam not trying to win the case for him, or lose it. I want 
to get it out of some committee that may be scattered all over this 
country, or somewhere else, and place it in the executive branch of 
the Government where it ought to be. That is the purpose of all 
these bills here to try to do something about it. 

[ agree with what you said about the efforts of the present admin- 
istration, and I am impressed, but administrations change. They 
grow old. Personnel disappears, resigns and retires, and I feel that 
it is a job for Congress to set up some very simple machinery and 
work in this field. 

Do you see any objection to having the President of the United 
States give an annual report to the country and to the Congress on 
progress in this field? 

Mr. Terror. No; I see no objection to it. 

Mr. Osmers. Do you see any objection in requiring some remote 
branch of the Veterans’ Administration, before they establish a paint- 
ing plant somewhere 1,000 miles from Washington, to require that 
the Veterans’ Administration, before they establish that competitive- 
type activity, present facts and justifications to the Director of the 
Budget, or the Department of Commerce, or someplace else? 

Mr. Terror. No; I see no objection to that. 

The CuarrMan. Mr. Judd. 

Mr. Jupp. Mr. Teetor, you said that you thought it would be a 
good idea for Congress to allow the departments “to go along with 
what they are presently doing. You used the words ‘ ‘things you 
have in mind to do.” 
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Would you mind telling us what some of those things are, or is it 
Mr. Honeywell who will testify to that? 

Mr. Terror. That is what Mr. Honeywell will tell you. 

Mr. Jupp. I will ask a little more specifically when the right 
moment comes, what are some of the things that you have in mind 
to do. 

The CuHatrmMan. The Bureau of the Budget recommends to the 
Congress how much, and for what purposes, money shall be appro- 
priated, does it not? 

Mr. Terror. Yes. 

The CHAtRMAN. As long as it is the policy of that Bureau and of the 
administration to get Government out of business, out of competition 
with private enterprise, why cannot the Bureau of the Budget throw 
out the requests that the various departments make for funds that 
enable them to get in competition with business? 

Mr. Terror. I do not know that I understand your question. 
Will you state it again? 

The CHarrMan. Yes. 

The Bureau of the Budget comes to Congress every session and 
asks for money for specific purposes and in certain amounts. That 
is right, is it not? 

Mr. Terror. Yes. 

The CHatRMAN. Assuming that the administration of the Bureau 
of the Budget wants to end this competition of the Government, why 
is it not screening the requests that come from the various depart- 
ments? Instead of asking Congress for so much money for the Navy, 
so much for the Army, and some other department, which money 
they want to use to establish, for example, a paint plant, a coffee 
roaster or something else, why does not the Bureau of the Budget 
just forget it and not ask us for the money? 

Mr. Tenror. I do not know why they do not. I am not sure that 
they do not do a lot of that now. 

The CHartrMan. They do a lot of it, but still you admit that Gov- 
ernment is in business and in competition with the taxpayer when it 
should not be; is that right? 

Mr. Terror. Yes. Most of these things were started a long time 
ago. 

The CHarrmMan. I know they were, but they are still continuing. 

Mr. Tretror. | think that would certainly be something that the 
Bureau of the Budget could watch out for. 

The CHAIRMAN. So, if the Bureau of the Budget performed its duty 
100 percent, there would not be any need for us to be bothered about 
it; is that right? 

Mr. Treror. I think that is right. If they screen the other agencies’ 
budgets as well as they screen the budget of the Department of Com- 
merce, I would say there would be little opportunity for new Govern- 
ment businesses to start. 

Now, Mr. Honeywell would like to make a statement. 

The CuarrmMan. Mr. Honeywell, you heard the last two or three 
questions I asked. 

Mr. Honeyrwe tt. Yes. 

The CHAIRMAN. Tell me, is there any reason why the Bureau of the 
Budget cannot do this job on its own volition, if it wants to? 

Mr. Honrerwe et. Mr. Hoffman, I am not qualified to answer that 
question. 
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The CuarrMan. I do not see why you are not. 

Mr. Honeywewi. May I suggest that that question be directed to 
Mr. Brundage. 

The Cuarrman. All right, Mr. Brundage, you are still here. What 
is your answer? 

No response 

The CuarrMan. The answer is obvious, Dr. Judd. The Bureau of 
the Budget could, if it operated effectively all the way down. 

You may proceed, Mr. Honeywell. 


STATEMENT OF CHARLES F. HONEYWELL, ADMINISTRATOR, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, DE- 
PARTMENT OF COMMERCE 


Mr. Honeywe.u. I appreciate the honor of appearing before you 
on behalf of the Department of Commerce We have followed 
closely the excellent work being done by the committee and by its 

ibecommittee, and we are confident of the good results of that 
work. We will be proud if we can in any way contribute to those 
results on this most important subject. 

On two previous occasions, June 10, 1953, and March 16, 1954, 
the Department of Commerce was privileged to present testimony 
at hearings before the subcommittee of which Congressman Harden 


is chairman At the second of these hearings the organization of 
Commerce Department’s Business and Defense Services Adminis- 
tration and the methods of operation of its 25 industry divisions 
were described It was indicated how these industry divisions, 
with their close contact with virtually all sections of American in- 
dustry, are in an excellent position to assist the businessman in 
presenting his complaints and viewpoints regarding Government 
activities which compel with him to the agencies engaged in such 
activiti Our industry divisions and our entire staff have been hard 
it work on this 
| would like to give vou some of the det ils of this work The 
i progress ] de, and the indications of Satisiactory outcome, 
\ re le a background against which your committee can evalu- 
( comments, which follow, on this pending legislation. 
Business and Defense Services Administration Divisions have 
knowledge of approximately 75 to 80 types of commercial and indus- 
uri f 1\ ; of the Government. In about a third of these the 
businessmen atllected are well aware of the detaus, ex ent, and reasons 
ass ed for these activities With respect to remaining activities, 
Lhey I less well informed They learn about this latter class of 
activities indirectly by supplying raw products and equipment, by 
loss of business to the Government, and Joss of skilled personnel to 
Government employment Because they do not know the extent of 
these operations and other details, they are understandingly suspicious 
of the Government operation 
To the extent that security permits, they should be fully informed 
concerning the extent of these operations and the necessity, if any, 


for performance by the Government instead of private enterprise. 
Business and Defense Services Administration undertakes to obtain 
this information for these businessmen and when we agree that the 
circumstances warrant such action to assist the businessmen in 


GOVERNMENT IN BUSINESS 215 


bringing their case to the attention of the Government agency engaged 
in the competitive practice. 

About 20 percent of these Government operations appear to be 
authorized by law, and the balance are matters of administrative 
discretion Of the latter, 70 percent, or 10 cases, involve Department 
of Defense. Of these, more than ol cases have een ref rred Lo 
Defense and discussed with them by Business and Defense Services 
Administration. As you know, that Department has now listed a 
total of 31 activities for identification of all establishments involved 
and complete analysis by the 3 branches of the service. The results 
of this program will be coming in beginning August 8 of this year 

While we in Business and Defense Services Administration can 
neither prejudge nor predict the outcome of these cases, we can say 
that our week-by-week contacts on this matter with the Defense 
Department are such as to develop a high degree of confidence that 
the facts will be uncovered, that industry will be fully consulted and 
that mutually satisfactory results will be obtained. 

While most of our work thus far has been with Defense, Business 
and Defense Services Administration has similar work with other 
Government departments. <A start has been made, with the Post 
Office, where two complaints have been received. One has been with- 
drawn after the complainant was fully informed concerning the opera 
tion, and the other is being jointly explored by the Post Office and 
canvas goods manufacturers. 

Thus it is possible to visualize present pro¢ edures leading to success- 
ful conclusions of the 80 percent of the cases coming into Commerce, 
involving matters of administrative discretion within the executive 
branch of the Government. It may seem that progress is slow, and 
perhaps uncertain. But it is difficult to visualize lasting successful 
outcome without thorough, painstaking, detailed analysis. At least 
one executive department is now aggressively pursuing this course, 
and all are greatly stimulated, and their work agumented by the work 
of the congressional committees and the Hoover Commission. Also, 
it must be remembered that a great many of these questioned activities 
have grown up and become firmly established over many years 

Even in regard to those cases of activities autborized by law, the 
machinery now exists in the form of congressional committees, the 
Hoover Commission, and a determined executive branch to bring out 
the facts and effect such corrective action as is required, Under 
these circumstances sound results will be obtained 

Mr. Honeywe wt. I believe Mr. Teetor, has given you the position 
of the Department of Commerce on the various pieces of proposed 
legislation, which follow in the next three paragraphs. 

The CHarrMan. Unless there is some objection, we will just forget 
about H. R. 8832, and H. R. 9834. We might just as well forget 
those two. 

There is one question which 1 have, Mr. Honeywell. On page 3 
you state that at least one executive department is now aggressively 
pursuing this course. 

Which one is that? 

Mr. Hontrwewui. The Department of Commerce. 

The CHAIRMAN. That is your own Department? 

Mr. HoneYwe tt. Yes, sir 

The CuatrMan. Do you have any questions, Mr. Dawson? 
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Mr. Dawson. No; except to congratulate him on the way he is 
doing this important job. 

Mr. Honeywetu. Thank you very much. 

If I may add, I answered that question “the Department of Com- 
merce’’ because that is one area in which I feel qualified to speak. 

I want to add for the record that there is a tremendous amount of 
activity where we have it here within the Department of Defense 
along this same line, but I believe that you have scheduled testimony 
from that Department separately. 

The CHarrMan. That is Mr. Wilson? 

Mr. Honeywe .u. Yes, sir; and I believe Mr. Pike is to appear 
shortly. 

Mr. Dawson. You are of the opinion that there is no necessity 
for pinpoint legislation at this time, setting out the activities and 
details to be carried out by a new agency? 

Mr. Honeywe tu. That is correct, sir. 


Mr. Dawson. And, you have no objection to a declaration of - 


policy of the Congress that you continue to thoroughly look into 
this matter, and to eliminate it wherever it is necessary to be 
eliminated? 

Mr. Hongrywe tu. None whatsoever. 

Mr. Osmers. Mr. Chairman, I would like to ask Mr. Honeywell 
1 or 2 questions. 

The CHarRMAN. You may proceed. 

Mr. Osmers. At the top of page 2 of your statement, Mr. Honey- 
well, you mention 75 or 80 types of industrial and commercial activities 
of the Government. 

There has been a lot of reference made in committee reports and 
speeches, and otherwise, as to the number of activities in which the 
Government is actually engaged, and I believe it would be helpful, 
certainly, to the work of the Harden subcommittee, if you would 
be kind enough to furnish us with that list of 75 or 80 activities, some 
time subsequent to this hearing. 

Mr. HonryweE ui. We will be happy to do that, sir. 

The information referred to follows:) 


ere 


General components 


DEPARTMENT OF COMMERCE, BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


GOVERNMENT IN 






BUSINESS 


Government competition with private business 


CASES REPORTED BY 


Divisions 


Agriculture, construction 
and mining equipment 


Aluminum and magnesium 
Automotive... 


Building materials and con- 
struction. 


Business machines and of- 
fice equipment. 


Chemical and rubber 


Communications 


Consumer durable goods. 


Container and packaging. 


Copper 


Electronics 
Electrical equipment 
Food industries 


Forest products 


General industrial equip- 
ment 

Iron and steel 

Leather, shoes and allied 


products. 
Metalworking equipment 


Miscellaneous metals 


. Tin. 





DIVISIONS 


Cases 


Repair and maintenance of 
construction equipment 
Surplus disposal, spare 

parts 
Aluminum sweating: 6 Air 
Force bases, 4 naval air 
stations 
Building 
labor 
Aluminum sweating 
Force account construction 
Insulating board 
Metal shelving (Prison In 
dustries 
Plating and heat treating 
Marking devices 


trailers (prison 


Office machine repair 

Laundry and dry cleaning 

Fertilizer manufacture 

Chlorine plants (4 

Synthetic ammonia plants 
“4 

Spent sulfurie acid 

Styrene manufacture 

Paint manufacture (2 

Message transmission 


Financing. 

Proposed microwave sys 
tem, statewide 
Furniture, brooms, 
tresses 


Optical glass 


mat 


Commemorative medals 

Reconditioning steel drums, 
2 locations 

Fiber ammunition tubes 

Box factories, 149 stations 

Brass mill, sheets 

Brass mill 

Nonferrous foundries 

Quartz crystal grinding 

None 

Coffee roasting 


Sawmills, logging, ete 


Wood preserving 
Printing and publishing 


Gears 
Anchor chain 
None. 


None. 
Shoe manufacture 


Leasing of machine tools 
Zirconium-hafnium_.-. 


Titanium sponge 


Treasury, 


Government 





TO DATE, JUNE 1, 


Government depart- 
ment concerned 


Defense, Corps of En- 


gineers 
do 


Defense 


State of California 


TVA 
Agriculture 
Justice 


Not stated 
Defense, 
plants 
GSA 
Defense 
TVA 
RFC 
Defense, 
Corps 
do 
RFC,r 
Defense, 
Defense, 
Commerce, CAA 
Agriculture, REA 


ibber rese¢ 
Navy 


Ordnance 


Ordnance 


signal Corps 


State of California 


Justice, 
tries 


Commerce, 





dt 





il ics 


Engineering 


Defense, Navy 





Prison Indus 
Bureau of 


Bureau of 


Defense, Ordnance 

Defense, various 

Treasury, United 
States Mint. 

Defense, Naval gun 
factory. 

Defense, Navy 

Defense, Air Force. 

Defense, Army and 
N iV\. 

Defens Navy ind 
Air Force, 


Defense, Air Force 


Printing 


f 
of 


Otfice, Bureau 
Engraving, and De- 
fense 

Defense, Philadelphia 


Navy Yard 


Defense, Boston Navy 


do.. 


f 
of 


Yard 
Justice, Prison Indus 
tries. 
Defense 
Interior, Bureau 
Mines 
do 


1954 





Industry position 


Complaining 
Concerned 


Complaining 


Do 


Complaining 
Do 
Not stated 


Do 


Complaining 


Considering 





Has cor pl sined 
Concerned 

Do 

Do 

Do 
Ce lained 





} 
Do 
Concerned 
Complaining 
Do 


ning 


No complaints 
Do 
Do. 
Concerned 
No complaint 
some concern 
No complaint. 
Do 


Do 
Concerned. 


Complaining 
Do 


Protesting 
Concerned 


Not stated 


Not complaining 


Do 
Justified. 
Recommends shut 
down in August 


1954 
Do. 
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took over more than was necessary at the beginning of World War II 
in order to get the most efficient step-up in the necessary production? 

Mr. Honerweuu. Mr. Judd, I do not necessarily believe they took 
over more at that time. I believe that possibly some of the things 
they took over could have been relinquished sooner. 

Mr. Jupp. In other words, they hung onto them longer than was 
necessary ? 

Mr. Honrywe.t. Yes, sir. 

Mr. Jupp. Are you familiar with a statement made by—I cannot 
remember his name but I think it was Beck—the man who was 
Hitler’s chief expediter, during the war, and along during the last year 


of the war, Germany had to carry out a marked decentralization, 
because the ¥ ce uld not get adequate production with the Government 
running everything? They had to decentralize and put production 


and management back into the hands of priv te business 


I was struck at the time I read that by the fact that Hitler had tried 
it and it did not work even in a totalitarian state with complete 


control from the top. I feel that our tendency when wi are in an 
emergency to say that we have to do almost everything through the 
Grover! ment Wm yrdet LO vet it done qui ky sh ruld hye reconsidered 
| wanted vour reaction as to whether we « not t more production 
he sy m which is 07 it rather t 1 reshuffling the 
ystel ith the idea we n thereby | pidly 
\Ir. Daw I ask o1 no qu ) 
he (CHAI I e| 
ir. Day It is better to have too 1 | oO Little 
ti? ) js 
N ] DD | | qd tha 3 ) ( if 
ii ) ‘ hat | I e 
Hi I t il I ( ho ! ( i ) oO 
i ) 3 
I DAW hen we | into ( ! rro cl 
‘ ( 5 I ho 
| ( () thre ( 
} ( | ) i } ] H) { 
il it ( Ol | 
( h ect » TO Le 4 ( Li 
| ( yt | ] } it 
wi OY u U ? \ WwW 
i ( I \ il ot ti ) 
NI Vy D> I} S Hiren i} aut ( ! LN olu 
QO! 
Mii 1) W ) | that Lil | th a a | O deqdiente 
Ours ves to ti Dri ciple tT patru sin lh | i | l I est! 
ation showed that bie business the great tor co yanies entered 
Into a conspiracy to hold up the price of Dp . order to control the 
price of automobile parts to the Governm nt in time ol war, 


Mr. Jupp. That rededication is something which has to be done 
constantly, and one of its main functions ought to be to regulate and 
preve nt suc hy eXCeSSeS by private persons or agencies. 

The CHarrMan. We started last November—now you want to up- 


set 16 again, 


51144—54 15 
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Is that all? 

Are there any further questions? 

Mr. Pitcuer. I would like to ask him a question. 

First, I want to congratulate you upon this statement. I have 
been on the Harden subcommittee for the past 2 years, and I will go 
a little further, and say that I want to congratulate your Administra- 
tion. Thisisa bipartisan matter. We have to have our little politics 
in it, but the Government is bigger than both parties. It seems to 
me if you are really doing what you were saying you are doing, and 
your Department ~BDSA is a branch of the Government where we 
Congressmen can carry complaints from our constituents to you, you 
are doing the same thing that we are trying to set up here now; is 
that correct? 

Mr. Honeywe tu. That is true, sir, and that has been in operation 
for approximately 5 months now. 

Mr. Pincuer. You will agree, I think, that certain branches of 
activities which exist are activities which the Government has to 
stay in? 

Mr. Honrywewu. Without being specific, I can agree with that 
Statement; yes, sir 

Mr. Pitcuer. It seems to me if they are really doing this job, that 
we have a branch of the Government to which we can go with our 
complaints now. 

That is kind of like the first bill, Mr. Dawson, which was H. R. 
8832; was it not? 

Mr. Dawson. Yes, sir 

Mr. Piucuer. If this is functioning, and if they mean business, 
as they say they do, I think they are doing the same thing that 
we are trying to set up here. 

Mr. Osmers. I certainly want to subscribe to what Congressman 
Pilcher said so far as he has gone. There were, possibly, three weak- 
nesses in the present operation. I would certainly not accuse anyone 
or state that any one in the executive department is not doing every- 
thing they can at this time, but under the present procedure there 
is no way for Congress and for the public to know what has been done 
specifically over any given period of time, unless a committee, such 
as the Harden subcommittee, on some particular day would call an 
official up and ask for a statement. 

There is no required report on the details of the Government being 
in competitive activities, and I think that that would be a helpful 
and necessary thing. 

The second thing is that despite all of the Government activities 
which may be going on at the time, and the efforts of the Depart- 
ment of Commerce to curtail existing activities, there is no pro- 
cedure set up which would prevent the Government in some specific 
and probably remote instance—remote from Washington—from set- 
ting up unbeknown to the committees of Congress, and possibly 
even to the Department of Commerce, a competitive type activity. 
It might be very small at the beginning, and there is no review of 
that proposition provided for under present procedures. 

Third, while it is true that your major and stronger industries, 
particularly those who have the financial ability, do maintain Wash- 
ington representatives, and they have a peculiar advantage under 
the present situation, because they are here in Washington it is pos- 
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sible for them to have access to the Department of Commerce, and I 
am sure when they go over there, they are courteously treated, and 
I have no objection to that, but what happe ns, Congressman Pilcher, 
is that if some man in your district or in mine is e ngaged, like a man 
who was a witness the other day, in a little business distributing cir- 
culars, and he feels he is being put out of business by an activity of 
the Post Office Department, he has no Washington representative 
nor industry association to represent him. 

That is why I feel that it should be possible, as a right under the 
law, for that man to write to the Secretary of Commerce and say, 
“This is the case.”’ 

I suppose a lot of them write anyway, but as a matter of right, ] 
would like to see it established so that he could write to some depart- 
ment of government, and get the answer. 

Mr. Jupp. You say you had excellent success and cooperation with 
the Defense Department, and that you are now working on other 
departments; that you have gotten it started with the Post Office 
Department, and that your own Department is aggressively pursuing 
this course. 

Without asking you to identify any particular departments, are 
there some which are resisting what you are trying to do? 

Mr. Honeywetw.. Mr. Judd, there has been no case of resistance 
so far reported to me. 

The CHatrMan. Reluctance? 

Mr. Honerywe.u. May I define that statement? 

The reluctance has been only in their knowledge of the intent of 
the inquiry, and when that is properly explained, there has been full 
cooperation. 

Mr. Jupp. You do not mean to tell us that you have run across 
many Government agencies who are willing to cut themselves down? 

Mr. Honrywe.t. | wanted to state, sir, that all of the Government 
agencies that we have contacted have been willing to listen. They 
have been willing to give a hearing to industry representatives who 
come to Washington, and through our offices have had an appointment 
made for them to talk dire etly with the alleged offender. 

‘The Cuarrman. If I may interrupt here, Doctor, what about the 
handling of liquor by the Defense 2g ie te of which Mr. Shafer 
complained so bitterly, especially in Michigan, where they did not 
pay the tax. They were aectdadiy: asa were they not, to get 
out of that business? 

Mr. Honrywe vt. I am sorry, sir, but I am not informed on that. 

Mr. Jupp. Our experience is that Government agencies are always 
reasonably courteous and they entertain our complaints, but they do 
not do much about them. Iam not blaming any particular individual. 
It is a disease of genus homo. He does not decrease himself voluntar- 
ily, without considerable pressure, and I think there is merit to what 
Congressman Osmers said. 

You presently have to depend upon persuasion, your presentation 
of the facts and your urging that this is the general intent of Congress 
and the Hoover Commission, and soon. But you cannot go to them 
and say that as a matter of law you are not only authorized, you are 
commissioned to do this thing. The longer you are in Government 
the more you will find, I think, that it is almost impossible without 
such authority and power to cut down as much as should be done, in 
order to promote both economy and efficiency. 
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I think the Congress should consider making this a matter of law, 
authorizing your Department to be responsible for this function. 

Mr. Osmers. Mr. Chairman, I just have one further question which 
I wanted to ask of Mr Honey vell 

The CHatrmMan. You may proceed 


I 


Mr. Osmers. | cannot seem to find it in youl prepared statement, 


but possibly you testified verbally on it I believe you said that there 
was one department in the Government which had a program in 
connection with this, and  assun ed from what els has been said, 
you meant the Department of Defense? 

Mr. Hon \ Mv answe o that r, was the Department of 
(Comm<e e, D use Of Oo per cuivitl in this field, but | quali- 


fied that later by stating th he me thing was true in the Depart- 


Mr. Osmers. That is t reason that I wanted to catch that So 


we now have, Mr. Ch nan, two depart nts of the Government 
which a awa of th prot and are dome something about it. 
Agel l\ 

| happen to know that the Depa nt of Defense is doing every- 
thir ey can under tl eireu Lar and yo ive convinced me, 
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Ir. Dawson. You are of the opinion that the Department of 
Comme! houid be interested in this matter essentially because of 
j 1] - 
is activities and that it should be the proper place where these 
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Mr. Honryweuu. That is correct, Mr. Dawson. 

Mr. Dawson. And such a setup as Business and Defense Services 
Administration in your Department will go into any department 
where there is complaint? 

Mr. Honeywe wu. That is right. 

Mr. Dawson. You can thus act as a clearinghouse for complaints 
about the Government being in certain businesses, wherever it may 
be in the Government? 

Mr. Honrywe.u. That is right. 

Mr. Jupp. Mr. Chairman, may I ask a further question? 

The CHarrmMan. Certainly, 

Mr. Jupp. I have been so impressed with your testimony that | 
wonder whether you come from the Minneapolis Honeywells or 
whether they come from you. 

Mr. Honeywety. May I stand and bow. 

Mr. Dawson. What is Mr. Honeywell’s business? 

Mr. Jupp. I do not know what his business is, but I know what the 
Minneapolis Honeywells’ business is. ‘They make the heat regulators 
for the country, and most of the bombsights for the Government. 

Mr. Dawson. Mr. Honeywell, what were your activities before 
you entered the Government? 

Mr. Hontywewi. Mr. Dawson, I lived for 16 years in Hawaii. I 
was connected with one of the major sugar agencies in relation to 
sugar production, and plantation work there, and transportation, and 
all of the allied activities. 

Mr. Dawson. You were a small-business man 

Mr. HONEYWELL. Small business; yes, sir. 

The CHarrman. Have you any idea of the amount of money which 
the Government has invested in plants which are in competition with 
private industry? 

Mr. Honrywe tu. No, sir; I do not 

The CHarrMan. Have you any idea of the different activities 
even approximately an idea of the different activities in which the 
Government is engaged in competition with private business? 

Mr. Honeywe.t. I have testified that between 70 and 80 was the 
figure which we have discovered. 

The CHatrMaNn. But you do not know the amount of money in- 
volved in the plants, nor the number of employees, nor the volume of 
business in dollars which they do? 

Mr. Honeyrwe.u. No, sir. 

The CHarrman. I might say to you that I have been trying since 
this first complaint came to me almost a year ago to get that informa- 
tion, and I am no wiser today than I was then. 

[ have not been able to obtain even approximately the volume nor 
the extent of the business which the Government does, and the 
Harden and other subcommittees have held extensive hearings over 
a long, long period. 

With reference to people who object to any legislation or to any 
policy of the administration which would get the Government out of 
private business, here is a letter dated July 16 which came in this 
morning from the Retirement Federation of Civil Service Employees, 
representing 35 other local unions which are affiliated with it, and they 
write: 


9 


Our association here at the Portsmouth Naval Yard is definitely opposed to 
House bill H. R. 9835 introduced by vou on July 8 
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-—— 


Skipping on down in the letter, they further state: 


The shipyards are tooled and equipped to do the work that this legislation pro- 
poses to turn over, in part, to private industry 

Well, the only proposal that we have that the Government should 
get out of is where it is in competition with business activities that, 
perhaps, business can carry on, but in those specialized activities 
whi h are ¢ arried on by the Army Nav Vy, or the Air ( orps, they must 
be handled by these departments because of the secrecy involved and 


+} } 


because they have the technical knowledge 


We further believe that 1 ation of t ature is pernicious and trust that 
niveoni 1 for t remainder of s session—this bill and any 


Have you any idea why these members of this Retirement Federa- 


tion could be opposed to getting the Government out of competition 
with private industry 
\ir. HONEYWE! I do not know, si 
\l FOUNTAIN What is the name of that organization, Mr. Chair- 
¥ 
The Cx MAN. Retirement Federation of Civil Service Employees. 
\Ir. Fo I Thank you very mucl 
Mir. Dawson. Any time you jeopardize a man’s livelihood, he is 
O » holler 
ihe CHAIRMAN ‘i \ I peopl 
\lr. Dawson. Yes: but they have sons and daughters in the 
The CHAIRM } Sil { ow are the SONS and daughte 3 neaged 
these thing's going to get t r pay u the fellows who pay the taxes 
| \ ou ( ) 
Mr. Dawson. The only way the Federal Government can operate 


thi rh taxation 
The CuarrmMan. How are they going to get it, if they will not let 
the fellow go to work and earn the money to pay the taxes? 
How will they have it 
Mr. Dawson. They can only get it from those who have got it 
The CHarrMan. All right 
We will now hear from the next witness, who is Mr. Thomas P. 


} ) 


STATEMENT OF THOMAS P. PIKE, ASSISTANT SECRETARY OF 
DEFENSE FOR SUPPLY AND LOGISTICS 


Mii PIK Nir Chairman mv name 1s Thomas ‘ Pike, and | am 
\ Stant Secretary ol Defense for Supply and Logistics. 
| appreciate this opportunity to appeal before your committee to 
set forth the Department of Defense position on the bills under con- 
deration, and expecially to inform the committee of the Department 
of Defense policy with respect to commercial and industrial type 
facilities 
The CuatrMan. Let us do as we did last Friday or Saturday. Do 
you want to incorporate your written statement into the record? 
Mr. Prk Yes: I would like to do that. 
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The CHarrMANn. Than, we will do that. You can just skip reading 
it, and if you have any other statements to add to it, you may put 
those in. 

Mr. Pike. Thank you, sir. 

(The statement referred to is as follows:) 


STATEMENT OF THOMAS P. PIKE, ASSISTANT SECRETARY OF DEFENSE FOR SUPPLY 
AND LOGISTICS 


I appreciate this opportunity to appear before your committee to set forth the 


Department of Defense position on the bills under consideration and especially 
to inform the committee of the Department of Defense policy with respect to 





commercial and industrial-type facilities. The policy staved in the proposed bills 
to the effect that the Government refrain from industrial and commercial com- 
petition with its people wherever consistent with national health and security is 
in strict accord with present policies and procedures of the Department of Defense 
Basic policy of the Department of Defense is that privately operated commercial 
and industrial facilities shall be used to the greatest extent practicable, recognizing 
t} basic militarv necessity for integrated elf-sustaining units resp ive to 
( and und he necessity for « ra LT Cite orl 

Che ques raised at tl e appear be whether ‘ yposed | latio 
W ld ccompls! thie I Ally 1 ire ot Ctly eS 4 ) i eff 
cient ul presently being acc p ed admi ative The Departme 
of Defense of f | n tha oul 

| mplement tl licv tha e ¢ pe ive enterprise ould be fostered b 
the Gover ‘ this Departm«¢ ler Secreta Wil leadershiy Ls 
i ively p sue twofold pr 1 Q ( haus ‘ rvey 

ben ( lueted o an ine! ental basis ‘ ( ‘ » determine 
eat ca the jyustinca mn for the col ed « ( i pr le for re 
erminati of any u irranted facil ) tre und, LD ( ol new 
facilitic precluded unless the 1 ul inter clearly requires Government 
peratior 

By a series of directives and instructio issued by him or under his au y 
between August 24, 1953 and June 28, 1954, Secretary W on has, i effect, 
de veloped a program with respect to comme! ial and industrial facilities wl h I 
would like to furnish for the record Chese « ctives set forth in unequivocal 
terms, basic policy, criteria and implementing guidelines which are used to deter 
mine whether the continued existence of a en fa \ the ¢ il hment of a 


new facility is justified 

Some of these criteria are 
he reasonable availability of private facilities; 
} 


he need for training military personnel for advance base or overseas opera- 


tions where private sources will not be available for the particular work or service; 
c) The avoidance of compromise of classified security information in highly 
ensi areas; 
l necessity for the protection of property and personnel in areas of un- 








hazardous operations; 











(e) The necessity for demilitarization of military equipment prior to disposal 
into civilian channels; and 

f) Any other factor clearly demonstrating a parti ar Government operatior 
to be in the publie interest 

Naturally, it takes time to implement a progran ha it prescribed in these 
directives and to obtain completely effective results in all of the farflung activities 
of the Department of Defense In this onnection I would like to report to the 
committee a few examples of how the militar lepartments are endeavoring to 
utilize privately operated facilities in connection th commercial and industria 
type activities In the Air Force a major portion of the Air Force aircraft modifi- 
cation and maintenance requirements is provided nder contract with private 
enterprist In 1952, 21 percent of our maintenance dollars were expended through 
contract with private enterprise In 1953 it was 33 percent, in 1954 it was 41 
percent, and in 1955 approximately one-half or illion will be spent through 
contracts with industry for this type of maintenance and modification 


With respect to the Navy shipbuilding program the Navy has followed the con- 
sistent policy of awarding work to private shipyards. For example, in the 1952-53 
programs, about 450 vessels are now under construction in private yards as com 
pared to 4 in naval shipyards. From a monetary point of view, the private yards 
have awards for ships estimated in the fiscal year 1955 budget at $1,105 million as 
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—— 


From the foregoing, it will be noted that the legislation before this committee 
affects not only the operations of the Department of Defense but would place 
administrative duties and responsibilities upon the President, t) Bureau of 
the Budget or the De partments of Commerce and Treasurv. In general, it is 
my understanding that H. R. 9834 does not have the approval of the executive 
branch of the Government but that H. R. 9835 and 9890 are not objectionable, 
I do know, however, that these bills have been earefully studied by the ex 1 
branch and the committce may prefer to secure additional views thereon fr 


in) 

the Departments of Commerce and Treasury and the Bureau of the Budget 

The Department of Defense wholeheartedly agrees and ipports the basic 
philosophy expressed in these bills However, it is strongly recommended that 
we be permitted to proceed with what we firmly believe to be a sound program 
presently in operation and now gaining momentum which will accomplish the 
common objectives quickly and effeetivels 

If the committee, in its discretion, feels that legislation on this subject should 
be reported favorably, it is strongly rece mended that any such legislation 
recognize the peculiar problems of the Depart nt of Wetter outlined 
and that every effort be made in drafting such legislat to permit the Depa 
ment to continue with its present program in this area 

With me here today are representatives from the three litary departm« Oo 
answer any questions the committee may have regarding cifie facilities 


The CHatrMan. You may proceed. 

Mr. Pike. Mr. Chairman, I have in mind making some additions 
to my prepared statement. If it is agreeable with you, 1 would like 
to stay substantially with it, but 1 think there is much of it which I 
can delete. 

I find that the Department of Defense is in substantial agreement in 
regard to H. R. 8832, and H. R. 9834 

Phe CHarrmMan. Kindly skip H. R. 8832, and H. R. 9834, because 
the committee is not going to do any thing with those anyway. 

Mr. Pike. Thank you, sir. 

| would like to proceed with part of my statement 

I will delete some of it, and 1 will make some additions, as I go along 

The CHatrrmMan. Yes, and we will put in all you say 

Mr. Pike. The policies stated in the proposed bills to the effect 
that the Government refrain from industrial and commercial compe- 
tition with its people wherever consistent with national health and 
security is in strict accord with present policies and procedures of 
the Department of Defense. 

I want to say this most emphatically: That the present policies and 
procedures of the Department of Defense are in strict accord with the 
policies stated in the proposed bills, to the effect that the Government 
refrain from industrial and commercial competition with its people 

I would like to say in addition, for emphasis, that this is not only 
the official position of the Department of Defense, but it is the official 
and personal position of the Secretary of Defense, Mr. Wilson; the 
Deputy Secretary, Mr. Anderson, and the position of myself person- 
ally; it is the position of the Secretaries of the Military Departments 
and most particularly with regard to the three men whom I deal with 


very closely in carrying out my duties, namely, the Assistant Secre- 


taries of each one of the services for materiel, and I refer to Assistant 
Secretary Ray Fogler of the Navy, Assistant Secretary Roger Lewis 
of the Air Force, and the Under Secretary of the Army, John Slezak. 

The basic policy of the Department of Defense is that privately 
operated commercial and industrial facilities shall be used to the 
oreatest extent practicable, recognizmg the basic military necessity 
for integrated, self-sustained units responsive to command and the 
necessity for operating anywhere in the world. 
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The question raised at this time appears to be whether the proposed 
legislation would accomplish the mutually desired corrective more 
expeditiously than is presently being accomplished by the Depart- 
ment of Defense, and this Department, under Secretary Wilson’s 
leadership, is aggressively pursuing a twofold program 

On the one hand, an exhaustive survey is being conducted on an 
im reme ntal basis of existing Tac ilities LO determine in each cause the 
justification for their continued existence and to prov ide for termina- 
tion of any unwarranted facility. 

On the other hand, the establishment of new fac ilities is precluded 
unless the national interest clearly requires Government operation 

Now, by a series of directives and instructions issued by him or 
under his authority between August 24, 1953, and June 28, 1954, 
Secretary Wilson has ffect, developed a program with respect to 
commercial and industrial facilities which I would like to furnish for 
the record. These directives set forth in unequivocal terms, basic 
policy, criteria and implementing guidelines which are used to deter- 
mine Whether the continued existence of a given facility or the estab- 
lishment of a new facility is justified 


( 
] 
I 


1 would like to make a co ipl of comments on these directives: 


Kirst, the basic directive is dated November 24, 1953, and is No. 
4100.15 It is this brief page and a half directive in which Secretary 
Wilson states the poli 1 have just described 

He also sets forth the criteria by which all exceptions to this policy 
will be judged 

In the interest of time | had intended to read those criteria, since 
they have been extremely carefully thought out. They are available, 
however, to members of this committee, and J shall not read them at 
this time 

Mr. Jupp Mir Chairmat s ther objection to those being placed 
in our record when the hearings are printed? 

Mir PIKI | intend to place all the directives in the record. Mr. 
Judd, but 1 would like to next, briefly, call attention to Department 
of Defense instruction No. 4100.16. This instruction is the first de- 
tailed implementing instrument of the major policy set down in the 


prior one 


Very briefly, this instruction describes the types of activities under 
consideration. It sets forth cost principles which are to be used by the 
military services in reporting on this survey, and most importantly, 
it starts out on a concrete basis by listing a specific group of commercial 
and industrial activities in which the Departments have been engaged 
and on which they are called on to submit justification as to whether 
they should not get out of these activities. 

These first directives call for these activities to be reported onina 
detailed manner, as is also indicated in the further enclosure to 4100.16, 
and I will make it brief 

We call these the first increment 

Aluminum smelting or sweating facilities, scrap metal baling, cloth- 
ing factories and cloth sponging plants, coffee roasting plants, motion 
picture studios, paint factories, rope walks, sawmills, bakeries, clothing 
reclamation shops, furniture repair shops, ice cream manufacturing 
plants, and laundries, or dry-cleaning plants 
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I call the committee’s attention, next, to the Department of Defense 
instruction No. 4100.17, and this is a continuation of this same policy 
with implementing details. 

This is the second increment on specific commercial and industrial 
activities which the services are called upon to report back, and | will 
name them: 

Chain manufacturing, acetylene manufacturing, automotive repair 
shops, cafes and restaurants, caustic soda manufacturing, cement- 
mixing plants, chlorine manufacturing, cobbler shops, ice plants, 
office equipment repair shops, oxygen and nitrogen manufacturing, 
power line construction, powerplants, tire retreading activities, tree 
and garden nurseries, wood preservation, argon manufacturing, and 
freon manufacturing. 

[ would like to submit these directives and instructions for the 
record. The directives and instructions were received and _ filed 
with the Committee.) 

Additionally, before I leave these instructions, and | go into this 
detail so that you will see that this is a serious business with us, | 
would like to mention the targets which we have given the depart- 
ments for completion of these schedules. 

In regard to the first eight items in the first increment, the target 
date is August 8, 1954, with the exception of coffee roasting for which 
the target date has been advanced Lo October L5, 1954. In other 
words, on the items I mentioned from aluminum smelting through 
the item of sawmills, the departments are scheduled to have in the 
Office of the Secretary of Defense com plete information, with all of 
the materials called for in the directive, by that date. 

The balance of those activities have a target date of March 8, 1955. 

I would like further to point out that in the activities included i 
the second increment under DOD instruction 4100.17, that those 
target dates range from December 28, 1954, to June 28, 1955. 

I might add, before leaving this, that the third increment is about 
to be promulgated by my office, and sent out to the services. 

I have gone into some detail on this to show you that this is a policy 
to which the Department of Defense is giving leg service, if you 
please, instead of merely lip service. 

Naturally, it takes time to sufficiently implement a program such 
as that prescribed in these directives, and to obtain completely 
effective results. 

In this connection, { would like to report to the committee a few 
examples as to how the military departments are increasingly utuizing 
privately operated commercial and industrial type fec ilities. 

For example, in the Air Force, a major portion of the Air Force 
aircraft modification and maintenance requirements .is provided under 
contract with private enterprise. 

In 1952, 21 percent of our maintenance dollars were expended 
through contract with private enterprise. 

In 1953 it was 33 percent; in 1954 it was 41 percent, and in 1955 
approximately one-half, or $625 million, will be spent through con- 
tracts with industry for this type of maintenance and modification by 
the Air Force. 

You have copies of my testimony, and I have similar examples for 
the Navy and for the Army and, in addition, I have further examples, 
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if you would care to have them read into the record, as to just what 

actually Is being accomplished, and 1s being done 
In other words, I have « xamples of the action phase of this policy. 
Thus in accordance with the sound administrative practice, a clear 
policy for getting the Department of Defense out of commercial and 
ndustrial activities has been laid down, and definite criteria have 
been delineated by the Secretary of Defense, sound guidelines have 
been laid down for its mpl mentation and an ord rly execution 1s 
being accomplished by the military departments concerned with the 
re system remaining at all times responsible to flexibile military 





I 
anntral 
The next part of mv testimony deals with the bills which we have 
irea discussed \vau nm the nterest of time, | will skip over 
DAY ot mv t Limon We make rererenes oft course, to the fact 
that the Hoover Commis at work in this field 
Finally centlemen ly ua Vy to ou that the Department of 
Defense wholeheartedly : es and supports the basic philosophy 
xpressed in these bill I would | to read that sentence acair: 
1) ’ 1) t ‘ 1 Ipports the basic 
and re importantly at tl f the game, the men in the Office 
of the Secretarv of Defens iro the Secretary of Defense down 
through the individuals I named earlier, are in accord, and, further- 
Or ially do something about 1 
However, it is strongly recommended that we be permitted to 
proceed with what we firmly believe to be a sound program presently 
I ( if and now Hl! 1 Yr Mmomentul w i Vi il] a complish the 
common ¢ ctives quickly and effectiy 
f the committee, in its retion, feels that legislation on this 
ibject should be reported favorably, it is strongly recommended that 
nN ch lation recognize the peculiar problems of the Depart- 
nent o outlit | herein, and that every effort be made in 
araitil slation to permit the Department to continue with 
its present program in tl rea 
I have with me here today representatives from the three military 
epartments who are prepared to answer any questions which the 
committee may have regarding specific facilities, or activities. 
The ¢ iRMAN. About all the Congress can do is to give you a 
pat ol he ba and Wis ood luel 
Mr. Pix [ do not think it is quite all that cood 
The Cuarrman. You do not recommend anything else. At least, 
| \ ael und L so 


i 
\Ir. Pi I did not read all of my testimony, Mr. Chairman 
T sls 


Mr. Daw »N I would | LO as in reading off the list of businesses 





LOW h vou have directed our attention, whethe ou mentioned that 
) 1) noe i ere f to Oo! | that banks are being’ set 
ip by the Army on Army posts in competition with the neighborhood 


And ha vour Dep riment looked into that Siti tion? 
Mr. Pike. It was not my intention to convey the impression that 
n the first two increments and in the third one which we have under 


+} ; 4 l ] ] 1 
preparation that we have touched upon all the commercial and indus- 
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trial type activities. If, indeed, we are in the banking business, that 
will come along in due course. 

Mr. Dawson. You would entertain a complaint where such a com- 
plaint was made? 

Mr. Pike. Yes: we would. indeed. 

Mr. Dawson. Mr. Kyes testified before the committee last year, 
and he promised at that time to look into this matter, and to do some- 
thing about it. He is no longer with the Department, is he 

Mr. Pike. That is correct 

Mr. Dawson. Who occupies the place now? 

Mr. P*ke. The Deputy Secretary is now Mr. Robert Anderson. 

Mr. nian: ‘Well I do want to say that you have made a very 
fine statement. and it seems that you are doing something about the 
matter which should be the concern of everyone in your Department 

I wish to congratulate you on your statement. 

Mr. Pike. Thank you, sir. 

Mr. Founrain. Mr. Pike, I would like to say that I, too, agree 
with the philosophy which you have stated, that every effort shou ld 
be made to get Government out of any business which is in competition 
with private enterprise, especially where private enterprise could do 
the job as well, and as efficiently. 

] am interested in knowing and getting your opinion as to what 
authority this legislation would give any agency of the executive 
branch which it does not already have 

Mr. Pike. I do not think in the Department of Defense, sir, that 
we, with the programs which we have underway, which have been 
brought forth under the leadership of the present Secretary, presently 
need any additional authority. Of course, I am mindful that men 
come and go in Government, ind that there may be, possibly, some 
need for permanent legislation such as I was discussing here this 
morning, but I would say, certainly, as long as the present adminis- 
tration is in office in the Department of Defense, our whole team over 
there is dedicated to pushing this program forward. 

Mr. Founrarn. Then, you would look upon this legislation or such 
legislation as would embody the philosophy which you have expressed, 
as more ol * less a declaration of congressional! policy, approving a 
program which you have already enunciated, and put into effect? 

Mr. Pike. Yes, sir; that is quite possible. 

Mr. Founrarn. I have no further questions, Mr. Chairman. 

Mr. Osmers. Mr. Chairman, I would like to eall the attention of 
the members of the committee to pages 2 and 3 of Mr. Pike’s prepared 
statement. 

He mentions on pages 2 and 3 some of the criteria that are to be 
used in establishing or maintaining a competitive type activity. 

Now, the criteria listed in subsections a through g in my opinion 
are excellent, and probably are as well written as to definition as they 
can possibly be, but I would like to call attention of the members of 
the committee to section h, which reads as follows: 

Any other factor clearly demonstrating a particular Government operation to 
be in the public interest 

I would like to point out to my practical colleagues that section h 
has a way of getting around sections a through g, if an administrative 
official desires it done. 
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We have seen so often from the legislative standpoint, Mr. Pike, 
that when you use the words “public interest,’ this immediately 
becomes a matter of opinion, and I recognize that you come into fields 
that are very difficult to define, but I would like to point out to the 
committee that despite this excellent statement about an excellent job 
that has been done, and continues to be done, there is nowhere, for 
example, mention made of the banking situation 

There is no procedure there for a banker to follow, except to go to 
this competitor in the Defense Department, and complain about the 
competition He does not have any place where his complaint can be 
handled 

Mr. Dawson. The Department of Commerce could be contacted, 
and they would then take it up with the Department of Defense. | 
think the BDSA has clearly established a facility to reach that subject 
matter 

Mr. Osmer. The ‘vy may do that. BDSA may decide to accept the 
complaint, and they may get in touch with the Secretary of Defense 
and they may not, but I say that they should not have to write their 
congressman, or guess about it, or talk to their competitor. I think 
they should have a place established by law where they could go, and 
lay the facts before them 

Mr. Dawson. Do you not like to have your constituents write to 
you? 

The CHarrMan. Off the record. 

(Discussion off the record.) 

Mr. Osmer. To a certain extent; yes, sir 

Mr. Pike, would you not say that the activities of the Bonner sub- 
committee of this committee, and the Harden subcommittee of this 
committee, have had an influence upon some of the policies in the 
Department of Defense in this field? 

Mr. Prxr. I should think undoubtedly so; yes, sir. 

Mr. Osmers. Most of the things which have been pointed out here 
this morning, Mr. Pike, are matters of hope, and up to now very few 
competitive activities have been dropped by the Department of De- 
fense or its component agencies. 

Mr. Dawson. His report does not aay that. 

Mr. Pixs. Mr. Chairman, I wonder if in reply to that comment I 
might give you a few more specific aaa s? 

The CHarrRMAN. I am sure we would like to have them. 


Mr. Prxe. This information is very current, and has been supplied 
me in the first instance here by the Department of the Army, in pre- 
paration for this testimony. I asked each one of the Departments to 


supply me with a working progress report on just what they were 
doing, and where they were at, as of today, on this overall program. 

Under the provisions of DOD instruction 4100.16, the Department 
of the Army is currently surveying 88 commercial and industrial type 
facilities. Of that first increment, the Army has inventoried a total 
of 88 which are engaging in this field, and these include 6 scrap metal 
baling facilities, the Army clothing fac tory, the survey of which will 
be completed August 8, 1954, 3 coffee-roasting plants, which will be 
surveyed by October 15, 1954; 31 bakeries, 3 clothing reclamation 
shops, 3 furniture-repair shops, and 41 laundries and/or dry-cleaning 
plants, which will be surveyed by March 8, 1955. 
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The Army has concurrently prescribed that except in an emergency, 
wooden boxes will not be manufactured in Army facilities when it is 
possible to obtain such products from commercial sources. 

Prior to the present review, the Army had already discontinued or 
curtailed numerous commercial and industrial type facilities. For 
example, last fall, 5 clothing-reclamation shops, and 5 furniture-repair 
shops were discontinued. In December 1953; a coffee-roasting plant 
in Chicago, Ill., was phased out of operation. Eleven scrap metal 
baling facilities were discontinued between October 1953 and February 
of this year. Since October 1952, 5 Army-owned telephone systems 
have been sold to private companies and the sale of 11 such systems 
is being negotiated. In the last fiscal year ending 1954; Army con- 
tracts for refuse collection increased from 28 to 50, and in the trans- 
portation field the Army is continuing the use of commercial air, rail, 
truck, and bus transportation. The military bus service of the 
Military District of Washington will be eliminated and commercial 
buses substituted by August 17 of this year. 

In the past 2 years 10 Army bakeries, 2 laundries, and 3 dry-cleaning 
plants have been changed to commerce ial contract. 

Mr. Osmers. | am very much impressed by the list which you have 
read, but I still want to say that for the most part, and this is not 
necessarily critical, but most of the matters undersurvey, or due for 
reporting and so on, the Members of Congress are concerned about 
the receipt of the report, or the conclusion as a result of the surveys, 
and the action which will be taken on the activity. 

I am not going to try to press for that at all, but these activities 
have a very important bearing upon private enterprise. 

Looking at it from a congressional standpoint, | am glad to know 
that so many activities are under consideration. 

Mr. Pitcner. Will the gentleman yield? 

Mr. Osmmrs. Yes. 

Mr. Pincuger. The Government Operations Subcommittee will 
always be in existence to ride herd on them to see that they do this. 

Mr. Osmers. Well, we have had 22 years of experience in it 

Mr. Dawson. It took us only 4 years to get this program working. 
The Harden subcommittee and the Bonner subcommittee went into 
this matter, and the Department, of its own volition, began to do 
something about it. 

That is very healthy, and it is better to have that type of action than 
to have a lot of laws on the books. 

Mr. Osmers. I do not want a lot of laws either, Mr. Dawson, but | 
would like to point out on page 7 of Mr. Pike’s statement that he states 
H. R. 9835 and H. R. 9890 are not objectionable. 

Mr. Dawson. As long as they state only a pow v, we could go 
along with that, but pinpointing legisl: ation would be entirely out of 
order. We are agreed on that: are we’ 

You and I. agree on that; do we not? 

It was a very, very nice statement, Mr. Pike 

Mr. Osmers. On that, I have no further questions. 

Mr. Founrarn. Mr. Chairman, I have one further question: 

Mr. Pike, based upon your study and the study of the individual 
departments, have you and your colleagues been able to arrive at 
the « approxims ite sum of money which vou feel mig mm be saved by the 
Government if all business enterprises in which the Government now 
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engages or participates in competition with private enterprise were 
con pletely turned over to private enterprise? 

Mr. Pu No, sir: Iam sorry that I do not have that information. 

We have not progressed far enough along with our study of these 
maivid ial cases to be able bo clve vou even a W ild ouess on that. 

Mr. Fo rarn. You feel that money would be saved? 

Mr. Prxe. Yes; I think money will be saved 

Mr. Founvarn. And, in addition, of course vou are doing the just 
thing in turnu these matte! ver to private enterprise? 

Mr. Pixt n general, I will also say, or I will always say that 
private enterprise will do a better job, and more cheaply than the 


Mir. Dawson. Should the Government go out of competition wher- 
ever you can find private business to do the job, and do it as cheaply? 
You did not L\ “cheape r.’ but vou said “as cheaply.” 


Mr. Founrary. I said, in addition to doing the just thing of turn- 
in it over to private bus hess private enterprise should be able to 
do it cheaper, or as cheaply 

Mr. Pi We do not have sufficient information yet for me to 
an er that question with anything but a vild guess 


Mr. Jupp. Mr. Chairman, I want to concur in the statements 


ol commendation to Mr Pike in re¢ presenting the Dx rense Department, 
because the Defense Department has been in the past, quantitatively, 


at least, the worst offende It is bigger, and it spends more money 
are scattered all over the world. and it does need to do 
nore things under its own control, and the tendency to expand 


is harder to resist im voul Department 


SO, theretore | Lhink you deserve all the more commendation 

It is true as the chairman said earlier that you have always had the 

hor and vo have had the power to do this, but sometimes 

ere has not been the il] and that s the rh question, as to whethe1 
the Congress not only ought to give you orders, so to speak, to use 
the authority and the power that you already have But that is 

) lS 0 de ae 

Mia Py Thar kK you 

The Cu MAN. Mr. Pike, if you remember, there is another witness 
who has a complaint, but in between we have scheduled a representa- 
tive from the Department of the Treasury, and I have his letter here, 
and I note that the Treasury Department has no comments to submit 
on the provisions of H. R. 88 H. R. 9834, and H. R. 9835. 


He does not mention H. R. 9890 

Mr P} fe, ll Vou ill remain here, we have another witness, Mr 
Kugene P. Hubbard, secretary-treasurer of Local 246 of the Milk 
Dri ers and Dairy [eon ployee 3 1o1 Greater Washington, whom we 
would like to hear at this time, and we would like for you to listen 


) 
to his compliant 


STATEMENT OF EUGENE P. HUBBARD, BUSINESS AGENT, SECRE- 
TARY-TREASURER, LOCAL 246, MILK DRIVERS AND DAIRY 
EMPLOYEES FOR GREATER WASHINGTON AREA 


The CH AIRMAN You may proceed in your own Way, Mr. Hubbard. 
Mr. Pitrcner. Mr. Chairman, could I make one comment? I want 
to again say that the Democrats want to say something nice about 
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what the Republicans are doing. I want to congratulate Mr. Pike 
They are doing something about it, because I know Mrs. Harden and 
our subcommittee investigated that scrap-metal business, and they 
have shown that they did what we asked them to do 

They have taken care of the boxmaking business in the Air Force 
and it seems they are doing a good job, and I want to congratulate 
them 

Mr. Pike. Thank you for those kind words 

Mr. Husparp. Mr. Chairman, after | read this prepared statement, 
may I have a little time and be allowed to say a few additional words 
please, sir? 

The CHarrMan. Certainly; take just as long as you wish 

Mr. Hupparp. Mr. Chairman, my name is Eugene R. Hubbard 
I represent local No. 246, Milk Drivers and Dairy E 
Greater Washington, International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen, and Helpers of America. I am the business 
agent and secretary-treasurer of our local. 

My purpose in appearing here is to call attention to a situation 
which is an excellent example of Government in business and which, 
in addition, well illustrates how the public is subsidizing the situation 
to its own detriment and to the distinct advantage of military personne] 
and their friends and their friends’ friends 

The problem has to do with the price at which fluid milk to deliver 
on contract, usually of 30 or 60 days’ duration, to military reservations 
in and around the Washington, D. C., metropolitan area and which 
milk, in turn, is resold at approximately the price it is delivered by 
the dairies to post exchanges. 

There are in this area some 10 such places which include Fort Myer, 
Fort MeNair, Fort Meade, Bolling Kield, Andrews Kield, Walter 
Reed, Fort Belvoir, Quantico, Arlington, and Patuxent Naval Au 
Base. 

The price of milk delivered to Belvoir is now 17 cents a quart, & 
great deal less than consumers here in the District of Columbia can 
buy it delivered. This price holds for one quart or several thousand 
quarts. At Fort Myer, the price is 21 cents which is not greatly unde 
the retail price to nonmuilitary consumers. 

These are examples of the renge in prices to post exchanges as con- 
trasted to the charges to the public 

Potential customers of the dairies who would buy milk at the same 
price as the general public now are in position to satisfy their wants 
through their friends who are within easy reach of this cheap milk 
supply and whose bargain prices are being subsidized by you and 
others who have to pay the regular prices 

The only thing you members or your staff need to do to get first- 
hand knowledge of how these friends’ friends cut in on this ¢ heap milk 
is to go to the neighborhoods of these military posts and see one 
housewife or another load up the family car with this milk from the 
post exchanges, and haul it around to other families. We submit, 
this is doing business without a license and, in addition, is adding to 
the subsidy burden which the others of us must carry. 

The milk which is sold under these contract arrangements is gener- 
ally referred to as ‘ ‘surplus milk.’’ There is no difference in its con- 
tent and quality from that sold a quart at a time over the counters in 
public-patronized retail outlets or delivered to your doorstep every 

51144—54——16 


mployes of 
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day. This surplus milk can be sold by the dairy companies to post 
exchanges at high prices, and thus retain a degree of balance with 
prices which you and I pay. But it is not, and that is where the shoe 
pinches. We could have no objection if it did not take out of ordinary 
circulation the customers who would pay the publie price because 
then they would help to carry the social-security-tax load, and the 
sales-tax load, and all the other taxes which are collected. 

But the dairies are selling this commodity which is even hurtful to 
the same customers whom we are trying to serve. What is happening 
in the vicinities of the post exchanges is entirely clear. Cancellations 
for regular deliveries te i the storv of what is happe ning in allowing this 
milk to get into the hands of those who, we believe, you will s agree are 
not bona fide patrons of post exchanges. 

In addition, the exceptionally low price and the spread between 
costs to the exchanges and costs to you and to others further adds in- 
ducement to hand this milk out to as many friends as possible in order 

that many may share this windfall. 

In the course of a year, and according to the size of the family, the 
amount involved is important, and worth going after, of course. 

It is our belief that it is time for the Congress to plug up this 
noticeable leak, and to take much of the fun out of passing this 
cheap milk around at the cost of subsidy through our everyday citizens. 

Mr. Chairman, at the present time we are selling vitamin D milk 
in paper cartons. All vy sein D milk in the glass bottle is selling to 
the regular home consumers in and around the Washington area for 
25.5 a quart, home delivered. 

Yet, at some of the bases here, we can buy the same quart of milk 
for 14 cents per quart. At others it runs up to 15, 16, and 17 cents 
a quart, and I think the highest is 19 cents a quart. I did make an 
error in saying 21 cents in my statement. 

We find in the double cream or whipped cream at Fort Belvoir that 
there is a difference of about 13 or 14 cents on a half pint, and on the 
table cream it runs a little better than 10.5 cents. 

The retail drivers in whom | am particularly interested here, and 
who have suffered more than anyone else in the past 30 to 60 days, 
some of those men in and around the posts and even further away, 
have lost as many as 20 to 30 cases of milk off of one end of their 
particular route, and it is not cvoimng to be long before they will not be 
able to have a route at all. 

Their earnings have been reduced, as they were working on a com- 
mission basis, and we find that as a whole the whole group of retail 
men are suffering. 

[t is just not altogether in and around the posts, but it is wherever 
the military personnel are located. We find now that among the 
members of the union, when we go up to solicit customers, there is 
not much use in talking to them if they are from the military, because 
they say ‘“‘we can buy the milk so much cheaper at the post, and 
exchanges.’’ We are just interested in finding out if something can 
be done, and it is not just on the milk proposition. 

We find at one of the posts where the retail drivers go out to sell 
a dozen eggs, the very same eggs they are trying to sell to the customer, 
door to door, that they can buy those same eggs at the post exe hange 
for 20 cents a dozen less than the retail driver has to sell them for. 
So, vou can see that we are naturally interested in seeing if something 
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cannot be done to help these 600 or 700 retail drivers, whom a lot 
of you know are trying to make a good living, and are working hard, 
and they should have some relief, because we cannot compete with 
those practices at the post exchanges. 

The CuatrMan. Do you have any questions, Mr. Dawson? 

Mr. Dawson. The gentleman’s statement is very illuminating. 

| have no questions. 

Mr. Pincner. I want to compliment Mr. Hubbard on his state- 
ment, and I am glad Mr. Pike, and I hope, Mr. Honeywell, is here 

What he is saving is true. It is not only true of milk, but it is 
true of liquor and it is true of most anything that is sold at the post 
exchanges. 

It is all right for the soldiers and others to buy at that price, if 
they are entitled to buy it, off the post lots of places, civilians will get 
the military personnel when they go in to buy their groceries, to buy 
it for them, and they buy most anything they want. That is not 
fair to private enterprise, and it is not fair to the local merchants and 
it is not fair to the industry. 

[ know it is a hard thing to cope with, and they have made several 
investigations, but wher they take the matter up with the local com- 
mander, he always says they investigated, but found no irregularity, 
but we all know that there are irrecularities. 

I hope that the Defense Department and Mr. Honeywell and the 
others will investigate the post exchanges on that particular thing, 
because it is true. 

Mr. Osmers. Mr. Chairman, this, as we discussed in earlier sessions 
of the hearings, is more a problem of the responsibility on the part of 
the military commander rather than a typical competitive business 
activity of the Government. 

Do you feel, Mr. Hubbard, that the average American workingman 
is better off working for the Government, or working in the private 
enterprise system, where he can bargain collectively, and join together 
and adjust his working conditions as well as his pay, and the number of 
hours which he works? 

Mr. Hupparp. Well, there are advantages to both sides, but, 
naturally, | am more interested in seeing the individual working in 
private industry. 

| believe that with collective bargaining and other things, he does 
make quite a bit of progress, and improves his position year by year 

His working conditions are improved 

Mr. Osmers. Thank you very much. 

Mr. Hupsarp. Thank you so much 

Mrs. Harpen. I have one question, Mr. Chairman 

The CHAIRMAN. Surely. 

Mrs. Harpen. Do you know what the difference is in the price 
of butter a pound? 

Mr. Husparp. No, I do not exactly know about the price of butter: 
[ am sorry. 

Mrs. Harpen. Thank you. 

The CHarrman. Dr. Judd. 

Mr. Jupp. I do not know whether this is wholly a matter of policing 
or not. When men are overseas, obviously, they have to have post 
exchanges to provide them with almost everything from home. 
But I wonder if the policy of providing men here at home who are 
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living off the post and who have their families with them, and so on, 
with everything under the sun they need, is a sound policy. I have 
always had doubts about whether post exchanges should furnish every- 
thing that the rest of the people have to buy in the retail market. 
I do not know whether that is a policy law, or a policy established by 
a directive of the military, but it seems to me the tendency is to take 
oOo! in these post exchanges here at home all sorts of commercial 
activities which ought not be on military posts in the United States. 

ls that a matter of law or just a policy that has been established by 
the Department? 

The CuHatrman. The policy of the Department authorized by law 
and a the r request At Bethesda the officers’ club vets all kinds of 
drinks at very reasonable prices 

Mr. Jupp. I have not been out there myself in that capacity. 

The Cuarrman. I have only been in the surgical department, but 
from the people that came in there, and from their fragrance, I judged 
that was true 

\fr. Rreatman. The gentleman sitting up here, the author of one 
of the bills, says that he will be vlad to get us some pertinent infor- 
mation. 

The CHarrMan. I would like to hear it 

Mr. Osmers. I think it is true what vou said about Bethesda. 

\Mir. Jupp. Why should post exchanges supply the man living off. 
the post his clothes and the clothes for his kiddies and milk for his 
family table? 

The CHarrmMan. They are fringe benefits. You believe in fringe 
benefits, do you not? 

Mr. Husrarp. Yes 

The CHarrMan. As a member of the union. 

Mr. Hurrarp. Yes. 

The CHATRMAN. Certainly. 

Mr. Jupp. I know they are fringe benefits. But there is a world 
of difference between providing things for the men overseas and pro- 
viding everything for them and their families off the bases in this 
country. 

The CHaArrRMAN. Surely, that is right. 

Mr. Jupp. And the business is expanding, and as long as it is ex- 
panaing I do not know that vou can correct it all by just policing. 

Mr. Osmers. Unless you review the entire subject of the remuner- 
ation of the servicemen, you can hardly attack it from this posture 
here. I believe that would be a matter that would have to be gone 
into It concerns the attractiveness of career service, pay in the 
various parts of the world, and in various parts of this country. It is 
little beyond the scope of the legislation before us today. 

Mr. Jupp. That is right 

The CHatrmMan. Mr. Pike, would you tell us something about this 
milk situation? 

Ir. Pike. 1 am not really competent to answer all the questions 
brought up here, except to shed this little light, perhaps, on the sub- 
ject. This whole matter of commissaries and PX’s is one that is 
recognized by the Department of Defense as being a difficult problem, 
and it does get into the area that you were discussing of their pay. 
It is a part of fringe benefits. For that reason commissaries and 
post exchanges were specifically and purposely excluded from the basic 
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directive on commercial and industrial activities that I cited a little 
while ago in my testimony. It was specifically excluded from that 
directive, and that whole responsibility has been assigned to the 
Assistant Secretary of Defense for Manpower and Personnel 

Now, I cannot sit here and be insensitive to a situation this gentle- 
man has called to your attention. I would suggest and be very happy 
to bear his testimony in mind, and if he wants to add some of the 
details on the prices, and so forth, and submit that to the ssistant 
Secretary of Defense for Manpower and Personnel, he might see if 
there is something that might be done on this particular situation 
locally here in Washington. 

The CuarrmMan. Have you made any complaint to the Department 
of Defense, Mr. Hubbard? 

Mr. Husparp. No; I have not made any complaint particularly to 
them. This has been going on for quite some time. As a matter of 
fact, at one time I tried to secure some relief. I called on Representa- 
tive Howard Smith of Virginia four or five times 

The CuHarrMan. And he could not get through the increase? 

Mr. Hupsarp. He was not able to do anything for me. I called 
him though, and I told him the situation as it was then, but since that 
time it is even worse 

The CHarrMan. You said that you had some 600 to 700 drivers 

Mr. Huspsarp. Yes. Those are the home-delivery drivers. They 
stop at your home every other day, and they call on the housew ives 
to sell them extra eggs and butter and cheese. 

The CnyatrmMan. And what are your union’s weekly dues for those 
drivers? They have a minimum charge of $4 a month, do they not? 

Mr. Hunparp. To serve the homes? 

The CuHarrMan. Suppose that I wanted to peddle milk around here, 
what would I have to pay you? 

Mr. Hupparp. They receive from the dairy $59.50 a week base 
pay, plus 5 percent on their collections. 

The CHarrMaAN. I am not asking you that. This is the situation, 
I have a truck. I want to peddle milk. Before I can do that, how 
much do I have to pay a union, 

Mr. Hupparp. They join the union, and the initiation fee is $100. 

The CHarrMan. How much a week do they have to pay? 

Mr. Husrparp. The monthly dues are $3. 

The CHarrmMan. Then if you have 600 members that would have 
to be added to the price of that milk per year, $3 a week for 52 weeks. 

Mr. Huspparp. It is $3 a month. 

The CHAIRMAN. $3 a month? 

Mr. Hupparp. Yes. 

The CHarrMan. In Michigan they have to pay $4 a month. 

Mr. Dawson. It is different milk. 

Mr. Hunsarp. I do not know of any teamster union of the Inter- 
national that has dues that run anywhere like $4 a week. 

The CHarrMAN. $4 a month. You are right. They collect $4 
a month, and they collect in the last week of the month. 

Mr. Jupp. That is only $1 a week more than it is here. 

The CuarrMan. The fellow who buys the milk has to pay that. 

Mr. Hurparp. No; that is for their negotiations and protecting 
their own interests. 

The CHarrMan. Yes, but the fellow who drinks the milk, he has to 
pay that $4 a month, does he not? 
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Mr. Hussarp. The driver pays that out of the salary that he earns. 

The CHarrMANn. And he adds it to the cost of the milk. 

Mr. Hupparp. It is the dairy that charges you for the milk; we just 
sell it 

The CuatrMan. All of the costs involved in the production and de- 
liverv of milk before it gets to the consumer are paid by the consumer, 
are they not? 

Mr. Husparp. Yes 

The CuarrMan. I agree with you, in that I do not think the posts 
ought to furnish the milk any more than they ought to furnish bread, 
butter, meat, but if you had your way the people at the post would 
drink this milk and they would be paying you an additional cost over 
what they have to pay now 

Mr. Hupsarp. They would not be paying us anything additional 
except we would be earning that additional commission by selling them 
the mill. 

The CuarrmMan. You would be earning an additional commission 
which the fellow who buys the milk has to pay, so when you get right 
down to it the consumer would have to pay it. 

Mr. Jupp. That is completely outside the argument. When it is 
sold at the post exc hange, the cost of the milk has to be paid by the 
taxpayel 

The Cuarrman. A part of the cost is paid by the taxpayer. The 
added cost would be paid by the purchaser. It is not delivered by a 
union driver at an additional cost of $3 a month. It is with regret 
that I correct the gentleman but even he cannot by assertion change 
the fact 

Mr. Jupp. Do you mean that the milk delivered to the post ex- 
changes is not delivered by union drivers? 

Mr. Huprarp. It is delivered to one central place. It is delivered 
by a union wholesale driver to the post at one particular place, and 
they in turn sell it across the counter. 

Mr. Jupp. That is right. 

The CHarrMan. But when a union man must handle the milk 
there is an additional cost which the purchase r pays. 

Mr. Riruiman. May I ask this question? Probably it has nothing 
to do with this legislation, but this union driver who delivers the 
milk to the post, is he on a commission basis? 

Mr. Husrarp. The wholesale driver, yes, but at about half the 
commission the regular retail driver draws. 

Mr. Risutman. And that would be true in most any case? 

Mr. Hupparp. Yes. 

The CuHatrmMan. What are the approximate average yearly earn- 
ings of your drivers here in Washington? 

Mr. Hupsarp. The retail drivers would average about $4,500 to 
96,000 a year. 

The CHatrMan. Do you know what they average in Chicago? 
Is it not between $8,000 and up, including their commissions? 

Mr. Husparp. I would say in the wholesale field, yes, but I would 
say the retail drivers would not be earning over $6,000 in Chicago 

Mr. Dawson. It takes more money to live in Chicago. 

Mr. Jupp. You fellows have more money in Chicago. 

Mr. Dawson. We have to have it in order to live. 

Mr. Jupp. That is all. 
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The CuarrmMan. That is all. Thank you. 

Our next witness is Mr. Otis H. Ellis, general counsel of the Na- 
tional Oil Jobbers Council. This witness would like to have Mr. Pike 
hear his statement also. 


STATEMENT OF OTIS H. ELLIS, GENERAL COUNSEL, NATIONAL 
OIL JOBBERS COUNCIL 


Mr. Exuts. Mr. Chairman and members of the committee, my name 
is Otis H. Ellis. lam engaged in the general practice of law in Wash- 
ington, D. C., maintaining offices at 1001 Connecticut Avenue, and 
I am appearing here today on behalf of the National Oil Jobbers 
Council in my capacity as general counsel for that organization. 

The CuHatrMan. Do you wish to read that entire statement, or do 
you want to put it in the record and make comments on it? 

Mr. Exuis. I was going to identify myself for the benefit of the 
record and from there on I would like to have this statement inserted 
in the record. I will take as little timé as possible to state orally the 
things that I want to bring before the committee. 

The CHarrMan. I do not mean to curtail your time. I just do not 
want you to duplicate. If there is no objection, we will insert the 
statement after he has identified himself. 

(The statement referred to is as follows:) 





STATEMENT OF Otis H. Exvuis, GENERAL COUNSEL, NATIONAL O1L JOBBER 
CoUNCIL 


Mr. Chairman and members of the committee, my name is Otis H. Ellis. I am 
engaged in the general practice of law in Washington, D. C., maintaining offices at 
1001 Connecticut Avenue, and am appearing here today on behalf of the National 
Oil Jobbers Council in my capacity as general counsel for that organization 

For the information of the committee, I should like to briefly review the organi 
zation of the National Oil Jobbers Council The council is composed of 26 State 
and regional associations of independent jobbers and distributors of petroleum 
products. These 26 associations in turn represent some ten to twelve thousand 
jobbers doing business in 31 States An oil jobber is a marketer of petroleum 
products primarily engaged in wholesale distribution, although some jobbers also 
engage in the operation of gasoline service stations and substantially all of them 
engage in the retail distribution of household fuel oil. The terms “‘jobber’’ and 
“distributor” are used synonymously in industry nomenclature. The word 
“independent” as it applies to a jobber means that he owns his own business and 
is not affiliated with, a subsidiary of, or in any manner financially controlled by a 
major, integrated oil company. Jobbers, distributors, and commission agents 
distribute and market a substantial percentage of the total gasoline supplies mar- 
keted in the United States. 


LEGISLATIVE PROPOSALS 


I would like to take this opportunity to commend the chairman and his dis 
tinguished associates of the House Committee on Government Operations for their 
diligent efforts and time-consuming studies over a period of many months into 
the problem of Government competition with private enterprise. The searching 
inquiries that have been conducted by the Subcommittee on Intergovernmental 
Relations under the able chairmanship of the gentlewoman from Indiana, Repre- 
sentative Cecil M. Harden, and the well documented reports that have been issued 
by this group are well known to those of us in the business community who ar 
concerned about the encroachment of Government competition 

Your fellow committee member, Representative Frank C. Osmers, reviewed the 
present inquiry and outlined this problem before the House of Representatives on 
July 13, 1954 (100 Congressional Record 9809 Mr. Osmers stated: 

“The chief reason for taking Government out of business is to protect and 
encourage the taxpaying businessmen—big and little—who make the Federal 
Government possible through tax payments.” 
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We are he {1 with this principle and indeed find additional com- 
pelling reas ation of Government competition with free commercial 
enterprisé 

\s to the bills pending before tl committee, H. R. 8832, H. R. 9834, and H. R. 
9835, the National Oil Jobbers Council wishes to go on record as endorsing the 


ASIC Alm ¢£ 1 intent of tl e proposals We prefer to reserve comment on the 


best mechanical or operating procedures for achieving the end sought. We be- 

eve that this distinguished com: te and its members who have devoted so 

T time to this problem over a period of many months are best qualified to 

leter { appropriate mechanic ir governmental organization which could 

67 ate congressional intent and serve to control the encroachment of 

Government competition and reaucracy on the business affairs of industry and 

ré 
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e of Governms ( me n with private enterprise that is of sub- 

cern to t bbers and distributors of petroleum products is that 

10 wit e operation and 1 ntenance of gasoline service stations by 

post ex f ( n armed I ator ry? e information of the com- 

I ee, I would like to briefly re me of the background of this problem and 

the eff le by t Na al ( Jobbers Council to obtain responsive answers 
ae : ) os aft Trai 

| ust ar I felt ther us Al ut of hope and a promise that problems 

0 I am press ng to the committee would be resolved when I read 


‘ hat Secretary of D e Charles E. Wilson had stated in a Depart- 














De =¢ i 
1), fT) f sie prin¢ ple it free competitive 
red the Governr Therefor privately owned 
( 1 and pr pn 1 cor il and industrial tyy 
fa 2 ) D urtme he rreatest extent 
I i ea i to | a st nte 1 and commendable approacl for the 
Department of Defense to ado] On Januarv 6, 1954, I rote Secretary Wilson, 
indicating that I concurred wholeheartedly with this statement, but pointed out 
that it seemed inconsistent with t pattern of competition that was currently 
e as between commercially operated gasoline stations and those service 
{ I 1intained | Dp ex i S at ser e installations throughout 
nent ontained i n letter to Mr. Wilson were not onlv based upon 
kn Le f th actua tuation, but also upon my having thoroughly 
1 and analyzed t lire questio1 Unfortunately this part lar 
lirective followed the pattern of all too many Government regulations in that 
vhat t arge print giveth, the small print taketh away.” In this instance 
ection II of the Department of Defense Directive 4100.15 defined what the 
Department of Defense considered to be ‘“‘commercial and industrial-type facili- 
By ich lehinitior OST EX anges were specifically exc! ided from this 
' , 


lo f v the sequence of events in this situation—under date of February 9, 
1954, I received a reply from John A. Hannah, Assistant Secretary of Defense 








Many er and Person , Wherein this gentleman informed me as follows: 
Ther f the exchar ipply persons to whom sales are authorized 
with art und sv ( f necessity and convenience at uniformly low prices and 
to generat funds t afford militar personnel additional facilities for comfort, 
recreation, and amusement, and to ntribute to activities which will foster and 
ise the physical and spiritual welfare of military personnel.’’ [Italic supplied.] 
Mr. H ah co ied 
The Department of Defenss lers the privilege of the post exchange to 
I a ne irv adjunct to service life, having very important effects on the morale 
of uniformed personnel, and therefore justified for continued operation.”’ 
I responded to Mr. Hannah by indicating that post exchanges do in fact serve 
A rtant factor in the general well-being of military personnel, but that it 
ars to be inequitable for the Government to maintain a type of facility, such 
4 as stations, at these exchanges which are in direct competition 
X local businessmen and which have a substantial effect on local marketing 


was sul juently requested to comment on a letter that Mr. Hannah had 
nt to Senator Edward J. Thvye, chairman, Senate Select Committee on Small 
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Business, wherein Mr. Hannah, among other things, made the following state- 
ment: 

“In view of the limitations on authorized patrons of the exchange service 
stations and type of merchandise to be sold, J do not consider the presence of service 
stations on malita y installations as being um direct con } étition with privateiy owned 
service stations.” [Italics supplied.] 

On March 8, 1954, the Department of Defense issued Directive 4100.16, 
which provides that the various departments shall undertake to review industrial 
and commercial-type facilities being conducted by the military departments and 
to formulate and prescribe a basic pattern for the Department of Defense in the 


conduct of these activities I again note that while this directive appears on 
the surface to serve a commendable purpose, I remain a cynie as to generally 
how effective this form of regulatory approach is in dealing with this type of 
problem. Of more importance is the fact that this revised directive continues 
to exclude post exchanges from the categor\ of commercial type activities inere 


fore, insofar as the National Oil Jobbers Council is concerned there has been no 
alleviation of the proble m; in fact, as I will sl ortly demonstrate to the committee, 
it is daily being compounded. 

here is an additional factor that causes us a great deal of concern in that 
there appears to have been accomplished an excellent job of salesmanship on the 
part of the Department of Defense officials in their dealings with Members of 


Congress. I might also add that such salesmanship seems to be based upon 
presenting a one-sided or distorted factual situation in explaining the matter to 
congressional representatives. To illustrate what I consider to be based upon 


misleading information, I have in my files a copy of a letter that was written by a 


distinguished and able Congressman wherein this gentleman stated as follows 





| wppreciate the feeling of various segments of the retail industry, th:.t the 
particular retail operations by the military services which adversely affect ther 
should be abolished However, I am sure I need not tell you that most of us ir 
the Congress are today deeply concerned with the obvio lack of attractiveness 
of military service and we are doing ever\ thing possible to reverse this trend in 
order that greater numbers of persons will remain in military service during this 
tr) ing period If this could be accompli hed, it would re present a treme a 
savings in dollars to the taxpayer and, of equal importance, make for greater 


attractiveness of service careers 
On the surface a statement of this t pe would appear to be most difficult to 
rebut or refute. Obviously the United States must maintain a posture of defense 





in these trying times, which, in turn, re julres that militar ery 1c¢ be med 
reasonably attractive to competent Vou! men and womel llowe CT rather 
than deal in Fourth of July platitudes and bromides, let’s continue to ¢e der 
only tact 

To analyze the foregoing observation—just how attractive does the opersti 
of a post exchange gasoline station make service life to a soldier, sailor, or irine? 


Let us assume that a soldier has access to a post exchange service st.tion that 
sells gasoline at 3 cents per gallon under the local commercial market, in direct 


competition with local businessmen, and that this same serviceman drives hi 


car 10,000 miles per year using post exchange gasoline obtained at the preferential 
price. Let us further assume that the soldier gets 15 miles per gallon from his 


1948 model car. On this basis our soldier would be able to save during the cours 
of the vear the phenomens lsum of $20 

If $20 per annum is going to make the difference between retainir 
in a position t eee for trv or going to other endeavors, I am substantial! 
concerned about the welfare of the United States and how well we are in fact 
prepared to meet an adversary. 

As I have analvzed the contentions : 
Officials in support of mainteining a form of activity thet is highly competitive 
with local private business, it seems that the justification is based on two fector 

(1) To provide articles and services of ‘“‘necessity and convenience”’ for military 
personnel; ar 1 

2) To make adjustm«e nt for the ‘disadvantageous compensator rates” 
military personnel 

To comment briefly on these arguments—there is no question but what certain 





items and articles are required for the “convenience and necessity’? of m litary 
personnel residing on service installations. However, this concept has heen 
strained to the breaking point, as members of this committee have discovered 


during the course of their investigations of parallel forms of competition engaged 
in by the Government. 
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With respect to the contention that military personnel are compensated on a 
lvantageous” basis, this would appear to be premised on the assumption 

that the Department of Defense feels justified in making up alleged compensation 
deficiencies by means of other benefits—such as the sale of gasoline at cut-rate 
price [ would not be so presumptuous as to argue the issue whether military 





personnel are underpaid or overpaid. That is a matter for the best judgment 
of the Congress. However, adequate compensation for military personnel is a 
problem for the entire country and is a burden that should be assumed by all 
taxpayers It most certainly is not in keeping with the principles of the free 
enterprise svstem and our system of government to ask that merchants and busi- 
ness men located near militar nstallations subsidize military compensation 
deficiencies by way of direct competition with their business. 


ECIFIC EXAMPLES OF COMPETITION 











For the information and enlightenment of this committee I should like to now 

rese i | Ol particulars pe fic examples selec ted at random as to just how 
the ( ernment is competi: t] particular segment of marketing and the 
effec ich « ( tl cal business in the United States 

B pecif tra 1 should lil to briefly present some 

eneral statistics to the committee I have obtained figures indicating the dollar 

( e of oline sold through post exchange filling stations at Army and Air 

Fores tallations d the years 1952 and 1953 In the calendar year 1952, 

Arr ind Air Force post-exchange-operated service stations had sales in excess 

f $23.480.000 ly 153 tl ume facilities marketed in excess of $23,900,000 
I ) ea 1 ¢ r Or llv carried t ; ( lets 

| rt e2 i of operat é if s is based on Army and Air Force figures 

( clud la perated | the Navy Marine Ce rps, Or 

f ( yp ent pprox natel 17 5 mul I l! sales were made by 

| perated service s For the formation of the committee 
} hy \ ce ! 1 behind ese sales figures 

cal jor I nd retauers ere deprived of this volume of 

ess hat the Gover ent was deprived of the taxes that would have 

re Lt these Dusine ( ( come generated on this additional volume 

I perathk 

Not I ive the Army and Air ree old almost $48 million worth of gasoline 

I Le { Ss tn l D { ’ ange service stations in direct competition 

“ ] businessme but they ive also obtained such favorable prices on this 

gasol nat the are able to merchandise it at some 2 to 4 cents per gallon less 

an the local | nessmen can sell a comparable product of equal grade and 

i 

| have bta ned fron obber throu out the country do ens of specific illus- 
trations d nstrating the scope of this competition by the Government and the 

pa is on the arketing conditions in the local areas affected 

Iw 1 like to briefly review just a few of these specific illustrations for the 

| T it t ¢ oO ’ Thee 

I fyndall Air Force Base, Panama City, Fla., has one post-exchange 
filling st v] vas built 1945 his post-exchange station sells gasoline 
_ } cents per gallon below local commercial stations The station markets 
approximate 80,000 to 100.000 gallons of gasoline a month, and also sells what 
are } V1 I trade as TBA ite s (tires, batterie S, and accessories in propor- 

to asoline volume In tl instance a commercial, locally owned and 
perat i ne statio1 located within 200 vards of the bie and is closer to 
ul fficers and airmen stationed at Tyndall Field than is the post-exchange 
In addition ( 1) commercial stations are located within a 

rad ] ) ‘} es of The ‘ 

North Ca The situatic ( ting at the Marine Corps installation at 
Camp Leje N. C., is a classi ) nformed that four post-exchange service 
tatior ire currently being operated at this base and there is an excellent possi- 

\ it a fiftl | be installed the very near future. These post-exchange 
station ire mark x regular and premium gasoline at 4 cents per gallon under 
the loca rcial-station price. It is estimated that the gallonage sold by 
hese PX stations is approximately 375,000 gallons per month, and this represents 
about one-third of all the gasoline sold in the area immediately surrounding 
Ca Lejeune 

I idition to competition with local stations, some of which are located within 

rot a mile of the base, these st»tions are maintaining a vigorous com- 


petit rchandising of tires, batteries, and accessorie For example, 
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AC sparkplugs cost local commercial stations 51 cents each, and carry a fair 
trade price of 85 cents. They are sold at exchange service stations for 45% cents 
each. A similar example is the Ford oil filter cartridge—this item costs commer- 
cial stations $1.07 and carries a retail list price of $1.92. The post exchange 
retails this item for 85 cents. An Exide battery which lists for $21 at commercial 
stations sells for $16.85 at the PX A Firestone 6.70—-15 first line tire lists at 
commercial stations at $22.60, plus taxes, whereas the same tire in the post 
exchange station sells for a total of $16.85, including Federal excise tax, but not 
subject to the 3 percent State sales tax It is stated that when the above-referred 
to post exchange stations are closed for holidays or inventory, commercial stations 
within that immediate area enjoy almost twice their usual sales. I might also 
note in connection with the situation at Camp Lejeune that while sales are 
theoretically limited to military personnel and their de pel dents, 
matter this merchandise is available to civilian employees on the ba 
civilians having access to the installation 





South Carolina.—I have been provided with a very interesting proposal that 
Was submitted to a jobber by Lt ( ol Harold i, Hamilton, exchange officer at 
Fort Jackson, 8S. C. Colonel Hamilton advises that the Fort Jackson exchange 


is interested in the construction of a new service tation on the base, and that 
l 


said service station should be equipped and laid out for the resale of 70,000 t 
| l 








80,000 gallons of gasoline monthly; that such statior hould have at least 2 
pumps, 2 lubrication lifts, 2 wash racks, a tire repair room large enough t 
modate 3 vehicles at one time, an office and display room, a stock room, toilet facil 
ties for both men and women, and a central cashier’s booth, either in the gasoline 
pump tine or designed so that it will be easil accessible in the front of the eT e 
station.”’ I leave to the good judgment of this committee as to whether ar 
elaborate facility such as this outlined by Colonel Hamilton would be competitive 
Ww th local commer al stati 

I might note that in addition 1 station, Fort Jackson is ¢ ent 
operating a PX gasoline statior ne at 2 cents per gal ler the 
local market price, and during 3 this stat did approx | 
$500,000 in sales There are a iercial stations wit | of 
2 miles from this Army post e felt the loss of lu d | 
suffer even more whe the new station is built 

South Dakota \ particularly well-documented illustration of how the Gov- 
ernment Is competing with local private enterprise Is represe nted by the situation 
existing in connection with the operation of the PX station at Ellsworth Air 
Force Base, Rapid City, S. Dak Soconv-Vacuum Oil Co. built the exchange 
at Ellsworth Field at a eost of $27,500. There is a contract to supply this sta- 


tion at tank-ear price for a period of 5 vears The post exc hange pays l cent 
per lon to the supplier, which is applied to the cost of constructing the station, 


the theory being that this 1 cent per gallon will pay the construction costs within 





I am informed that during 1 month in 1953 the gross sales in this sta 
tion were $33,886.97; direct expense charged was $30,383.88; leaving an operating 
profit of $3.5 3.09. 

Within a radius of a mile and a half of Ellsworth Field there are at least three 
commercial stations, all of which are fully eq lipped located on the main bhigh- 
way leading from Ellsworth Field. The field is 10 miles from Rap ; 
Dak., and in addition to the commercial stations mentioned above, there are at 
least four more located on the highway leading into Rapid Cit) 
exas We have been informed of post exchange service stations being main- 
tained at 13 Army and Air Force installations within the State of Texas I 
might briefly review the marketing situation attendant to a few of these situa- 


5 years 


t 





tions At Carswell Air Force Base, Fort Worth, the PX service station markets 
premium and regular gasoline at 2% cents under the posted commercial price 
and it is estimated that this station is marketing in excess of 65,000 gallons of 
gasoline per month At Randolph Field, San Antonio, the post exchange super- 
service station maintains 12 pumps and gasoline is sold at 2 to 3 cents per 
gallon below the local price. In 1952 this station had sales of approximately 


$330,000, and in 1953 of approximately $472,000. 

Based on the foregoing factors and the factual elements which I have under- 
taken to review, the National Oil Jobbers Council heartily endorses the principle 
of the legislative proposals before the House Committee on Government Opera- 
tions, and it is upon these factors that we feel that legislative action 1s man- 
datory—rather than relying on the Department of Defense to issue periodic 
high-sounding regulations that merely nibble at a problem, rather serve to pro- 
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Exurpit A—Continued 


ATLANTA REGION—Continued 


Exchange Sales, 1952 | § 19 et 
1 I r i I } $44, 128. 54 I r nk wag 
M ) 38 ) 
Or \ I t 6 4 ~ “Hf l | 
I \ I ‘ l 2 j I tO. 
ral ] I j RY ORS. 24 . I ] 
} } } 1 4 120 ; | truck 
B IRs { ) ¢ On 
ry R7H. ( 29, 380. 2 t er ik ) 
I I ( {S65 | 
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SAN AN 
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) 879 
Ca ( fT ) 3590 
Fort H M4 
Ca ] J 2 Is 
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A—-Continued 


























REGION—Continued 
Sa 19 Price basis 
f $168, 941 Tank wag ess $0.0225 per gallon 
4 175, 718 D 
60 I k W I 
141.358 | Tank wa $0.015 per gallon 
19.587 | Tank wagon 1 $0.005 per gallon 
Dover 
17. 21 Ta wagor $0.01 per gallon, 
187, 527 
187, 52 . 
AGO REGION 
) $156, 456.84 | Poste ANSDOr truck, Colorado 
3pr 
) IS. THE Posted trar ruck 
{ 48, 48 {1 | Posted tr wt truck, Kansas City 
0 119. 348. 79 } ted rt truck 
3 1) 18 1 4 t truck, Battle Creek 
R58 45 Po l i truck 
4 80.7 I t t r semiannually, always 
, tra ort truck 
120. 704. 17 ra t truck, Evansville, Ind 
12 ORG, 841. | | Wall St Journal, Chicago 
1 
SS 88, O92 
) 1). 386.19 wt truck for locality 
1,917.9. r ( ick, Indianapolis locality 
2%. 619. 39 ink wa 
f 16, 309. 6 snk car or transport truck. 
64. 043 i dealer tank wagon less $0.035 
r gall 
69, 484, 3 Do 
4 985 944.18 k car or transport truck 
253, 306 west | i iannually, transport 
truck or u less 
less $0.01 per gallon 
ort truck delivered priae 
9 ort truck, 
. pot tank car, 
11 ilers price 
99 ir or transport truck, Chey- 
dealers price for tank car or 
trar ort tru 
85, 48 Local f t ink wagon 
9 93, 147.67 | Posted dealer tank car price 
00 643, 750. 28 
TONILO REGION 
RA $290, R52. 49 Bulk plant 
2 140, 331. 22 D 
89 126, 927.01 | Contractors delivery cost plus $0.01125 
per gallo 
153, 204. 94 Pransport 
) 61, 319. 79 Tank wa 
é 242 094. 84 Tank les on 
reg oi 7 igh 
test 
02 323, 633 lank 
2% 251. 971.31 Contrac l t f deliver 
) 7,958.78 | Tank ear transp 
4 47. 352.62 | Dealer snk 1 ke $0.015 per 
SLOT 
154, 395.33 | Tank car 
I$ 123,811.19 | Bulk plant 
g 119. 118. 04 lank car ss $0.018 per gallon 
960. 80 Dealers tra rt 
25, 262. 53 | Bulk ant 
) 212, 389. RE Do 
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Exuisitr A—Continued 


SAN ANTONIO REGION—Continued 





Exchange Sales, 1952 Sales, 1953 Price basis 

Ardmore Air Force Base $5, 736.87 | Bulk plant less $0.02 per gallot 
Brooks Air Force Base $90, 318. 02 101, 823. 12 lransport 
Bryan Air Force Base 48, 883. 82 lank wagon less $0.015 per gallor 
Carswell Air Force Base 175, O55. 11 188, 806. 5 De 
Clovis Air Force Base 4. 906.1 Bulk plant 
Connally Air Force Base 56, 857. 81 50, 108. 28 ink wagor 
Ellingion Air Force Base x 180. Xf 208, 944. 4 lank wagon le ey) 
Goodfellow Air Force Base 40, 586. 47 0. 073.4 
Harlingen Air Force Base 190. 00 67, 153. 46 

* Y Holloman Air Force Base 75. 716. 66 106, 663. 82 t 


Kelly Air Force Base 158, 21¢ 5 139. 654. 87 
Kirtland Air Force Base 169, 653. 02 168. 795. 68 
Lackland Air Force Base 239, 216. OF RG R4K 10 
Lake Charles Air Force Base 94, 948, 32 136, 312.11 
Reese Air Force Base IR 49) 8 
Laredo Air Force Base 47, 955. 09 











s Perrin Air Force Base 63, 320. 1¢ 81. 803. 99 ank car 
Laughlin Air Force Base ), 147.01 l'ransport 
Randolph Air Force Base 328, 794. 38 471. O30. 45 Do 
Gary Air Force Base 111, 128 29, 797. OF unk wagon 
Sheppard Air Force Base 76, 927. 5 83, 826, 23 ransport 
Tinker Air Force Base 7 375 99 1 
Vance Air Force Base 49, 717.88 | Dealers tank wagon le $0.005 per 
gallon 
Walker Air Force Base 152, 528. 17 151, 004. 26 ink wagon 
Wolters Air Force Base 52, 505. 76 86. 461.06 ransport 
Total 4, 587, 978.00 | 5, 289, 69 
SAN FRANCISCO REGION 
. 
Bay area $26, 719. 92 $25 1.43 Tank wagon less $0.025 per illon, 
D 25, 936. 3 if), RAE $0.02 per gall regular 
D 6, 523 gf 8 ( t extra r truck i trailer 
D $3, 609. 2f $2, 547.03 De ery 
Do 247, 899.3 2%). 148.8 
Camp Cook 5 ) lank wagor 
Fort Dougla 40), 373. 48 26, 690. 4 lank wagon less $0.02 per gall 
Do 11, 410. 42 14, 430. 44 ID 
Camp Hanf ) ” 2? 105.9 D 
Fort Huachuca 134, 560. 14 4,67 ) D 
Fort Lawtor 97, 938.3 R2 34 Tank wagon I $0.02 per gallon; on 
ick trailer 
Do.! 2 938 OR 14. 344. 77 Delivered less $0.03 per gall 
Fort Lewis 232, 687. 74 316, 3¢ $3 rank wagon I $0.025 per 
truck and trailer delivers 
per Lo 
Do 94, 044. 46 115, 742.8 Do 
Fort Ord ’ 286, 674. 89 308, 235. 2 I k wagon less $0.0326 per ] ff 
on truck and trailer delivered 
Do > 408. 74 72, 148. 31 Do 
- Do 7, 865. 59 $0.018 off tank wagon at H ter I 
ett USDB $0.02 T k 
ind trailer de ere 
De 1, 609, € Do 
Do s. 136 Do 
Camp Roberts 315, 090. 17 177, 476. 16 lank wagon less $0.02 per gallon 
‘ ’ Do.! 17, 143. 40 9, 737. 60 
Do 950, 34 2, 269, 29 
8an Luis Obispo 92, 202. 11 113, 780, 28 
Do. 10, 904. 73 
Southern area 76, 591. 78 75, 046.00 | Tank wagon less $0.03 per gallon off 
truck and trailer 
Camp Stoneman 182, 039. 58 159,421.88 | Tank wagon less $0425 per gallon off 
truck and trailer 
Castle Air Force Base 108, 799. 54 111, 22 ) Tank wagon less $0.0225 per gallon, 
premium; $0.0175 per gallon, regular 
xdd =$0.0025 for truck and _ trailer 
delivered. 
Davis-Monthan 3, 724. & lank wagon less $0.02 per gallon 
Travis Air Force Base 438, 141. 85 377, 280. 21 lank wagon less $0.0275 per gallon. 
Do. 385. 12 6, 302, 19 
Great Falls Air Force Base 153, 855. 90 123, 987. 51 lank wagon less $0.02 per gallon 
Hamilton Air Force Base 282, 465. 01 286, 637.66 | Tank wagon less $0.034 per gallon 
Do 4, 420. 03 5, 272.42 | Tank wagon less $0.015 per gallon (Two 
Rock Ranch), 
Hill Air Force Base &3, 810. 24 63, 832.31 | Tank wagon less $0.03 per gallon. 
; Parks Air Force Base 43, 903. 52 172, 207.78 | Tank wagon less $).02 per gallon. 
! 
i 1 Not in operation. 
; 
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My people pay taxes. They are substantial citizens in the com- 
munities in which they operate. They are commercial small-business 
men who deplore competition by the Army services with their business, 
and I refer specifically to the competition of the PX-operated service, 
and what is commonly known to the trade as filling stations. 

Before I proceed further I would like to make this observation, 
that I am not exactly a freshman when it comes to the proposition of 
Government competition, both hearing what the Government has to 
say about, and particularly the military, as well as being the recipient 
of thousands of complaints from small-business men in my capacity 
as staff director and special petroleum counsel for the House of 
Representatives Small Business Committee in 1948 and 1949. 

! would like to further state that we rarely ever come to this Con- 
gress, and certainly we rarely ever come seeking legislation to destroy 
our competitor. We believe sincerely in the proposition of free 
competitive enterprise, but we do not like the proposition of having to 
crawl in the rain with 16-ounce gloves on when our adversary is per- 
mitted to use brass knucks. 

I have heard some testimony here this morning that points up some 
refreshing information that the military, as well as the Department of 
Commerce, is honestly and sincerely trying to do something about this 
competition. I say that as an old employee of the Small Business 
Committee. It is very refreshing to see it, but I would also like 
state that in many respects—and I repeat, in many respects—the 
voice is that of Jacob but the hands are still hose of Esau, 

What I have particular reference to is this: They talked here this 
morning about a regulation that came out last November. I refer 
speciiically to 4100.15, wherein it states in substance that the military 
is going to do something about rg tition with private enterprise, 
When that directive was issued, it went to the President. I noted 
it with considerable hope. F cl reading about that in the press, 
I wrote a letter to the military, to Mr. Wilson, who is head of that 
department, and I pointed out that there were hundreds of service 
stations being operated by post exchanges throughout this country 
selling at cut-rate prices to the detriment of commercial operators 
who operated their stations in the surrounding territory. 

The CuarrmMan. To whom do they sell? 

Mr. Exits. Are you talking about the post exchanges? 

The CHartrman. Yes, the stations that you are talking about. 

Mr. Exits. My commercially operated stations will sell to anyone 
who will drive in with the money to buy the gasoline. 

Mr. Rresuman. To whom do the post exchanges sell? 

‘he CuarrMAN. I have not been able to get any of that cut-rate 
gasoline. 

Mr. Exuis. The cut-rate gasoline that I am talking about which 
is sold off of the Army post exchanges is sold supposedly only to 
Army personnel, but I have a listing here from the jobbers and 
information that is coming to me from the field that civilians who 
have an entry sticker on their car that permits them access to the 
post, or to a number of posts, are also permitted to buy it. 

Mr. Riexuman,. Are the civilians employed on the posts? 

Mr. Exuis. I understand civilians are employed on the post. 

Mr. RrsuumMan. And they are permitted to buy the gasoline? 
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Mr. Extis. Civilians emploved on the post. Ido not say that that 
occurs in all instances, Mr. Riehlman. I can only state that I have 
information from the jobbers that on some of these posts civilians are 
also permitted to buy the gasoline despite an Army rule, or a post 
exchange regulation to the contrary. I have no argument about the 
regulation. But it is one of those things that what is regulated at 
the top is not also, as a matter of operation, carried out at the bottom. 

I wrote to Mr. Wilson. I received a letter which in essence was a 
mass of words, not by Mr. Wilson, but signed by Mr. Hannah, in 
regard to this matter. Since I saw that I was getting nowhere that 
way, I made complaint to the Senate Small Business Committee. 
Senator Thye wrote a letter to the military in regard to this matter 
and they received a copy back from a Maj. Edward H. White, Chief, 
Army and Air Force Exchange Service. A copy of that letter sent by 
Major White was transmitted to me by Senator Thye for comment. I 
commented. I would like to point out one statement made by Major 
White in reply to Senator Thye. He said: 

In view of the fact that patronage of the service stations is limited only to those 
persons authorized by regulations to purchase at exchanges, I do not see that 
such authorized exchange activity is in competition with independent operators 
and distributors in that area. 

I have never heard a more asinine statement in my life. 

I would like for you to look at the exhibit io my statement where 
I have listed the sales of the various Army and Air Force exchanges. 
I would like to point out that does not include those operated by the 
Navy. Itisonly the Army and the Air Force. 

For example, look at the Atlanta region, the No. 1 item, Fort Ben- 
ning. There is one station there that in 1952 had a gross business of 
$426,000. In 1953 it had a gross business of $370,000. For a man to 
state that to take that much station service business out of a commun- 
ity is not competition, then it is beyond my ability to understand what 
competition means. 

The CuarrmMan. Who was buying this gasoline at Fort Benning? 

Mr. Euuis. Military personnel. 

The CuarrMan. What were they usiing it for, for military opera- 
tions? 

Mr. Exuts. No. This has nothing to do with military operations. 
This is gasoline sold for personal use; this is not the Government buy- 
ing it. This is where they sell it to those people for use in their own 
private automobiles. 

The CaarrMan. Their own automobiles or Government auto- 
mobiles? 

Mr. Euuis. Their own private cars; not Government vehicles. 

The Cuarrman. Do you know where the people buying the gas 
oline at Fort Benning were traveling? 

Mr. Exuis. I do not know—back and forth to their work, maybe. 

The Cuarrman. Can vou show what they were using it for, whether 
they were on duty, whether they were visiting, and so forth? Do you 
know what type of activity they were burning this gasoline for? 


Mr. Exuuts. [ have no means of getting that. A congressional com- 
mittee might. I do not have the investigative authority to go and 
get 1b. 


The CuarrmMan. Just the fact standing along that they used 


$375,000 worth of gasoline during that period, that might mean some- 
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thing and it might not, unless we know what they bought the gaso- 
line for. 

Mr. Exits. It means this: These people fill their own private cars 
and have them serviced at Army post exchanges rather than from a 
commercially operated service station off the post. These service 
stations have nothing to do with military usage, unless there is an 
Army colonel that lives off the post and he drives his car back and 
forth to work, like I drive my car back and forth to work. He prob- 
ably purchases his gasoline in the post exchange. 

The CHAIRMAN. Every once in a while we see over here a bus or 
two bringing in service men. Would the gasoline to operate those 
cars be included in some of these figures that you have given us? 

Mr. Exuis. No, sir. 

The CuarrmMan. Why not? They get that gasoline at the post 
exchange station. 

Mr. Exiis. Not to my knowledge. A privately operated bus 

The CHairmMan. I am not speaking about a private bus. I am 
talking about an Army bus or a Navy bus. 

Mr. Exuurs. They do not buy their gasoline. The Army and the 
Navy buy gasoline for the use of the military, the duty use, separate 
and apart from this post exchange operation, just like the Army buys 
beef to feed its soldiers, let us say, in the mess separately from the post 
exchange selling beef to pe sonnel who buy it for consumption in their 
homes. 

The CuHarrMan. I could go along with you on the proposition 
that the post exchange station should not be selling gasoline for use 
in a private car which is used purely for personal business outside 
of their duties. As I look at them coming here, and carting these 
soldiers around, there is no reason why the Government should not 
buy gasoline for that 

Mr. Exuis. That is right. 

Mr. Jupp. Let us get this clear. These Army and Navy buses 
that go from the Anacostia ste doo to the Pent: agon and back, they 
do not go into these service stations and fill up: they fill up separately? 

Mr. Exuis. That is correct. 

Mr. Jupp. When a convoy goes out on the road to move from 
Belvoir to Ft. Meade, its vehicles do not fill up at these service stations 
that this man is talking about? 

Mr. Euuts. They do not. 

Mr. Jupp. | would like to ask the people from the Pentagon about 
this. 

Mr. Srempuer. They do not. 

Mr. Jupp. The service ste ations are for the private cars of people 
authorized to come on the post? 

Mr. Srempter. I think the greatest distinction is that the gasoline 
he is talking about is not purchased from appropriated funds. 

Mr. Exuis. I should like to point out how » uch business these 
post exchange service stations are doing. According to the Ar sy and 
the Air Force’s own figures, for 1953, it is in excess of $23 n illion. It 
was approximately the sane for 1952 

[ can also state to you gentlemen they are now still in the process of 
soliciting bids for gasoline for those service stations. They are solicit- 
ing bids for the erection of additional stations. 

The CuarrmMan. What is the price based on in your exhibit A? 
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Mr. Exits. Gross sales. That is the basis on which they are able 
to buy it 

The point I was going to make just a few minutes ago was this: 
most of the post exchange service stations are able to purchase gasoline 
from the major oil companies at prices from 2 to 4 cents per gallon 
cheaper than commercially operated Stations can buy it. 

Mr. Jupp. Why is that? 

Mr. Exuts. There are several reasons, Mr. Judd. No. 1, the post 
exchange does not have to pay taxes. They are not subjected to the 
norral taxes that a business'nan is subjected to. They do not have 
those expenses. The second proposition in this: under the program 
they use for erection of these service stations, the con panies that get 
the bids to erect service stations on the posts and supply the post 
exchanges on a basis whereby the service station will be paid for on a 
rental basis, it means that the company that builds the station gets 
the business for fron 5 to 10 years, or for however long it takes to pay 
for the station at a rental, in most instances, of 1 cent a gallon. 

No. 2, some of the companies it is on a volume basis. They are able 
with these cut-rate prices to sell at the post exchange stations consider- 
ably more than the average commercially operated station will sell, 
and by virtue of the volume these companies can make what they call 
large transport drops of gasoline and effect some savings with that 
type of delivery. Those are most of the reasons 

Mr. Osmers. I did not notice in your exhibit any naval installations. 

Mr. Exuts. I do not have those, Mr. Osmers, for the reason the only 
way I was able to get those that I have was that the Senate Small 
Business Committee as':ed the military for them and the Senate Small 
Business Committee after that supplied them to me for comment 
and chee’. 

Mr. Osmers. Does the Navy also operate filling stations of the type 
to which you refer? 

Mr. Exuurs. Yes; ther do, but I do not have the statistics in the 
sane manner as I have them here. 

Mr. Osmers. It seems to me for the record to be complete you 
should show the Navy also operates in this field. 

Mr. Jupp. Mr. Ellis, before you leave that, where you say “tank 
wagon, less 24 cents a gallon,’’ what do you mean by “tank wagon’’? 
Is that the price an independent filling station would have to pay to 
vet the casoline? 

Mr. Exuts. Yes. In the trade the price at the filling station is 
referred to as the tank wagon price. The price to the jobber or whole- 
saler is commonly referred to as a tank car price. 

Mr. Jupp. So when you say “price basis” that is what the person 
who comes in and fills up his tank has to pay? He has to pay the tank 
wagon price, less 24% cents a gallon? 

Mr. Exurs. No, sir. 

Mr. Jupp. Is that what the filling station gets? 

Mr. Euuis. No. That is the buying price of the post exchange 
shown here. 

Mr. Jupp. Yes. 

Mr. Exiuis. Now, the price that the consumer pays is a markup on 
that. I might give you some examples specifically. 

For example, at Maxwell! Air Force Base in Montgomery they have 


two stations. The post-exchange prices there are from 3 to 4 cents 
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under the commercial market prices of other stations on the outside, 
selling the same brand and out of the same tanks, It is exactly the 
same quality of gasoline. 

Those stations down there took 80,000 gallons per month away from 
local businessmen. In Arkansas, at Camp Chaffee, thev have one 
post-exchange station there. The prices there are at least 3 cents 
under other regularly accepted brands of gasoline. At Maxwell Air 
Force Base in Florida, at one post-exchange station there, thev are at 
least 2 cents under. At the Palm Beach Air Force Base in Florida 
the post-exchange price there is 3% cents under the local market price 
At the Ty ndall Air Force Base the price ranges from 2 to 3 cents under 
the market, and they are doing anywhere from 85,000 to 100,000 
gallons of gasoline a month. 

Mr. Jupp. Is the markup for the man who is running the filling 
station on the basis of a contract with the Defense Department, or 
is it on the basis of his own private enterprise, so to speak? 

Mr. Exuis. The people who run the service stations on the base, 
Mr. Judd, are post exchange personnel with the exception of a few 
instances where they let the station oui to a concessionaire. There 
is no contractual obligation to my knowledge that requires any partic- 
ular price. It is a markup of their own choosing. 

Mr. Jupp. You said that in a lot of cases they put on a markup of 
1 cent a gallon to sort of amortize the cost of the station, or something 
of that sort; is that not so? 

Mr. Evuis. Here is what they do. I will get down to species 
Let us'say, for example, that the Socony Vacuum Oil Co. has a con- 
tract to supply the Ellsworth Air Force Base at the going tank wagon 
price in that area, less 3 cents per gallon. If the going tank wagon 
price to the average station outside the Ellsworth Airbase is 20 cents 
a gallon, that service station buys it for 17 cents a gallon. They sell 
it at whatever they want to. Let us say that they sell it for 22 cents 
a gallon. They pay on every gallon they sell to the Socony Vacuum 
Oil Co. 1 cent per gallon, which is used to pay for that service station 
that the Socony Vacuum Oil Co. built for them on the base. That 
is the way that it goes. 

Mr. Jupp. Who gets the other 4 cents? 

Mr. Exxis. The post exchange. 

Mr. Osmers. Are State gasoline taxes collected on the gasoline 
that is sold on the post exchanges? 

Mr. Euuis. It is my information that on most of them they do 
collect the State gasoline tax as well as the Federal. 

So this differential they sell for, as related to the commercial opera- 
tor, comes about because they can buy cheaper, No. 1. No. 2, they 
just do not have all of the other operating expenses of an average 
businessman. If I can operate my law office down here without 
having to pay rent, and do not have to pay taxes, why, you can get 
some pretty reasonable fees down there. 

This differential that they sell for, as related to the commercial 
operator, comes about because they can buy cheaper, No. 1, and No. 
2, they do not have all of the other operating expenses of an average 
businessman. 

If I can operate my law office down here without having to pay 
rent and did not have to pay taxes, why, you can get some pretty 
reasonable fees down there. 
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The CuatrmMan. You do not mean that you charge unreasonable 
fees now, do you? 

Mr. Exuis. No, sir; but sometimes they are considered unreason- 
able by my clients, and I suspect that they would call them unreason- 
able, whatever they were 

Going further, the question is that, despite all of the conversation 
we have heard about trying to do something about this competition, 
I would like to point out to you by the Army’s own regulation and 
their own statements that they do not intend to do anything about the 
problem I am talking about. 

The CuatrmMan. What do you say about that, Mr. Pike? 

Mr. Pixs. That is out of my field. This, also, comes under the 
post-exchange thing, which has been assigned by Secretary Wilson to 
Dr. ohn Hannah’s area, Assistant Secretary of Defense for Manpower 
and Personnel, and it is tied directly into the whole question of morale, 
pay, fringe benefits, health and welfare arrangements, that are set 
up at these various bases. 

Outside of that general information, I am not competent to reply 
to it 

These are nonappropriated funds which we are talking about here, 
and it is my understanding that the differential between what they 
pay and what they sell goes into the kitty on these bases, and exchanges 
for health and welfare purposes. 

The CuarrmMan. Who gets that money? 

They do make a little profit, I suppose? 

Mr. Pixr. They have to pay their employees who run the gas 
stations, for instance. 

The CuHatrMan. Some of the employees are in the service, and they 
do not get paid extra; do they? 

Mr. Pike. No, sir; that is my understanding of it. 

The Cuarrman. What do they do with the profits? Let us cut it 
short on that. 

Mr. Pike. With the profits, to the best of my knowledge, they use 
that in a kitty for the base to finance 

The CaarrmMan. Use it for what? 

Mr. Prxe. That goes into a kitty, which the base uses to finance 
welfare and health projects. 

The CHarrMan. It is used for social and recreational activities on 
the post; is that right? 

Mr. Prxe. That is correct. That is an important part of the 
morale of our enlisted personnel, and we are having difficulty with 
reenlistments. 

It is a long story. 

The CHarrMan. I cannot see why the Government should go into 
any commercial business and make a profit, and then take whatever 
profit they make and use it for the benefit of those on that particular 
post. 

Maybe I am wrong, but that is the way it looks to me 

Mr. Pixe. There is a broad personnel problem involved there, Mr. 
Chairman. 

Mr. Jupp. The post-exchange employees are paid out of the profits 
of the post exchange, and not out of appropriated funds; is that true? 

Mr. Prxr. That is my understanding. 
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Mr. Euuis. I have been in the United States Army, and I crawled 
on my hands and knees halfway across France, and I used post-ex- 
change service stations. 

The CHAIRMAN, Wait a minute. That is a very far distance. 

Mr. Exuts. I have some pretty bony knees to show for it, too, Mr. 
Chairman. Iam thoroughly familiar with what a private, a sergeant, 
a second lieutenant, and a first lieutenant is, and the matter of the 
necessities and conveniences to him on the post, because I have been 
all of those, but never any higher. 

I am not trying to say that we should not have shaving cream and 
a place where they can get a coke or a bottle of beer, if it is all right 
with their church, and those things which a man has to have on the 
post. lam not talking about those items of necessity and convenience. 
That is the language they use in these letters. 

1 am familiar with the fringe benefits of necessity and convenience 
to maintain personnel in the Army, but I do say this: The United 
States Army and the Armed Forces are maintained for the total 
citizenry of this country. If we are not paying enough to keep 
competent men in, then let us pay enough, but I do say that the dif- 
ference is not enough and what we are paying should not be made 
up by subsidy gr anted by the small-business men in the communities 
surrounding the posts. 

They should be paid for by the total citizenry for whom the Armed 
Forces operates. 

Let us see how much benefit they get: If a man drives his car 
10,000 miles a year going back and forth to these posts to work, or 
whatever he drives, and uses their gasoline and gets 15 miles to the 
gallon, that is 666, approximately, gallons a year. 

If he buys it 3 cents cheaper than he would pay at a commercial 
operator, that would total out as a savings to him of about nineteen 
dollars and some odd cents. 

Let us say he gets his oil changed every 1,000 miles for the 10,000 
miles total involved, and he gets 5 quarts of oil at a savings of 10 
cents a quart. That is 50 cents each 1 ,000 miles, or 10 times 50, sir, 
is $5, and $5 plus $19 makes a total of $24, if he drives his car 10,000 
miles a year, using post exchange or station facilities. 

I would suggest to this committee that if any man will go into the 
United States Army purely and simply because he can save $24 on his 
gasoline and oil, or if he will stay in because he is getting that service, 
they are not the brand of personnel I want defending me when they 
blow the whistle. 

Now. then, getting back to this other question, I made a remark a 
while ago that it is obvious they do not intend to do anything about it. 

You had submitted for the record this morning two regulations, one 
referred to as 4100.15, and that was the one that was issued about 
last November, I believe, where it stated in substance, and it is the 
one that excited me, that the armed services were going to try to get 
out of competition with commercial! enterprise. 

Now. then, again, you have that instance of where what the large 
print gives, the ‘small’ print taketh away. 

If you will read that regulation, you will find it does not apply to 
post exchanges. They have come up with this other regulation which 
is made part of your record, for 4100.16, wherein they are going to 
study the problem and here is a lot of pages, front and back, where 
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they are going to make a big study of competition of the military with 
commercial ente rprise 

(gain, we are going to study the same thing which they were going 
study in 1948 and 1949 
When I was on the Small Business Committee 
The CuatrMan. We are familiar with all that 
Mr. Exuss. I refer to paragraph IT, where it says “definition’’: 


t 
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They are not even going to study this problem by their own reg- 
ulation 

The CHAIRMAN. Mavbe we can jog their elbows a little. That is 
what you want us to do; is it not? | 

Mr. Exxuis. What vou can do, Mr. Hoffman, is to make them come 
up here, and think in terms of doing what they say they are going to 
do, and that is, get out of busines that con petes with comn ercial 


enterprise and I an particularly interested in post exchange-operated 


( 
l 
' 


service stations, which I cannot see as a necessity for the n aintenance 
of the Army 

The CuatrMan. I believe Mr. Ward has a question at this point. 

Mr. Warp. I would like to ask him one question 

Did vou say appropriated funds are not, or shall not be used in 
connection with these activities? 

Mr. Exuis. I cannot answer that 

Mr. Warp. Who owns the land? 

Mr ELLIS | presu ( the { nited States Government does, sir. 
They are located on Army posts 

Mr. Warp. Does the Governnent own any of the other facilities, 
to vour knowl dge? 

Mr. Exuts. You mean as distinguished from the post exchange? 
I do not know, sir 

Mr. Warp. How about the personnel? Are there any Governr ent- 
paid personnel involved in the operation at all, to your knowledge? 

Mr. Exits. My understanding is that their personnel is from the 
post exchange group of personnel, but I could not say about that. 

Mr. Warp. They are paid entirely from the proceeds of the opera- 
tion? 

Mr. Exuuis. That is my understanding. 

Mr. Dawson. May I ask the witness a question? 

The CHAIRMAN. Sure. 

Mr. Dawson. I am interested in that phase of your staterrent which 
applies to the civilians working on the posts, who core in every day, 
and who are not members of the military personnel, to whom you say 
this gas is sold at a reduced rate. 

Mr. Euuts. I said that was according to the information supplied 
by my jobbers in certain territories to the effect that it is sold to 
civilians in some instances. I do not say that is the situation on all 
posts. 

Mr. Dawson. This 1 cent per gallon that is paid by the post 
exchange to the oil companies as rental for 10 years, at the end of 10 
years the station then belongs to the post exchange; does it not? 

Mr. Exvuis. Whatever period of time it takes to pay it out. 
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Mr. Dawson. But, eventually, it will become the property of the 
Government? 

Mr. Exvuis. That is right 

Mr. Jupp. I have one other question. 

Do the people who work at the post exchange get their gas at these 
filling stations? 

Mr. Exuis. I cannot answer that 

Mr. Jupp. Vell, I think that would be a test case, because they are 
working down there, and they are being paid out of the profits of the 
post exchange, rather than by appropriated funds, and they should 
not have the privilege of the gas stations even though thev go back 
and forth to work. 

They ought not to be able to buy their gas there. 

Do vou know about that, Mr. Pike? 

Mr. Pike. They are not authorized to purchase it. 

Mr. Jupp. They are not authorized to purchase there? 

But do you know whether they do purchase any or not? 

Mr. Pike. Well, to the extent that people violate laws. 

The CuarrmMan. If there are no further questions, we thank you 
verv much, Mr. Ellis. 

The next witness is Mr. Keller, from the Comptroller General’s 
office. 


STATEMENT OF ROBERT F. KELLER, ASSISTANT TO THE COMP- 
TROLLER GENERAL; ACCOMPANIED BY KARNEY A. BRASFIELD, 
ASSOCIATE DIRECTOR, ACCOUNTING SYSTEMS DIVISION, GEN- 
ERAL ACCOUNTING OFFICE 


The CuarrMan. You may proceed, Mr. Keller 

Mr. Kevtier. Mr. Chairman, my name is Robert F. Keller. I am 
assistant to the Comptroller General. I have with me Mr. Karney A. 
Brasfield, Associate Director, Accounting Systems Division, General 
Accounting Office 

I have a prepared statement which I will be glad to file in the inter- 
est of time, and confine my remarks to the bills under consideration. 

Mr. Osmers. Mr. Chairman, [| would like to ask Mr. Keller and 
Mr. Brasfield a question. 

The CuarrMan. You may proceed. 

Mr. Osmers. I notice on the heading of your statement, which I 
have not read, that vou say H. R. 8832, H. R. 9834, and H. R. 9835 
you do not mention H. R. 9890 which probably was introduced after 
you prepared your statement—is that correct? 

Mr. Keuier. That is correct, Mr. Osmers. I have had a chance to 
go over it since that time. 

Mr. Osmers. You are familiar with the announcement of the chair- 
man, I am sure, Mr. Keller, that the committee is no longer considering 
H. R. 8832 and H. R. 9834? 

Mr. Keuuer. Yes, sir; I understand that, and I will confine my 
comments to H. R. 9835 and H. R. 9890. 1 would like to point out 
my remarks beginning at the bottom of page 5 of the prepared state- 
ment. We think your objectives could be accomplished without setting 
up a specific mechanics—such as a board. 
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The CuatrmMan. We had better insert your entire statement at this 
point, and then you may proceed with your oral statement. 
The matter referred to is as follows:) 


STATEMENT OF RospertT F. KELLER, ASSISTANT TO THE COMPTROLLER GENERAL: 
ACCOMPANIED BY KARNEY A. BRASFIELD, AssociATE DIRECTOR, ACCOUNTING 
Systems Division, GENERA ACCOUNTING OFFIC! 

Mr. Chairman and members of the committee, the General Accounting Office 

appreciates the opportunity of appearing before you on H. R. 8832, H. R. 9834, 

and H. R. 9835, 83d Congress, all of which would establish a means to control 


or limit commercial and industrial-type activities of the Government which 






are in ‘tition with private industry. 

At set I want to say that we do not feel it is a proper function of the 
Comp General to flatly recommend that the Government should or should 
not ¢ activities which possibly could be carried on by private industry, 
or to s} t which activities should or should not be performed by the Govern- 
me are matters of policy for decision by the Congress and by the 
Execu There is no doubt, however, that there is a need for a reexamination 


and perhaps a continuing examination in the area of participation by the Govern- 
ment in business activities. That Government is in the field of business is true 
in quite a number of instances. The reasons for getting into the area vary 
greatly. I doubt if the Government will ever wholly withdraw from all commercial 
and industrial activities. However, those that are necessary ought to be able to 
stand the test of reappraisal from time to time. 

In attacking the problem of Government activities in competition with private 
business, three separate classifications seem to be apparent. The approach to 
each may call for quite different rules. 

First, where the Government makes, processes, or stocks goods for its own 
use, either in the same or another department. Examples—paint, coffee, rope. 
Many more could be added, such as shipbuilding, military clothing, mailbags, 
brooms, securities printing, bookbinding, and warehousing. Related are services 
such as transportation, including MATS, MSTS. 

In all of these fields private, taxpaying enterprise is also in operation and might 
conceivably be in position to deliver the goods as and when needed. The policy 
question of which to use may be decided by Congress when the activity is author- 
ized or its budget approved; more often, perhaps, Congress prefers to leave the 
question for management to decide We hope always that cost will be the first 
determinative. But there are others. Military necessity may dictate that the 
department do the job itself, as the best guaranty it will get done. This may be 
most serious in time of emergency, or when there is a risk of critical material 
shortages or stoppages due to labor troubles. 

Social policies may also dictate Government performance. The Federal prisons 
furnish employment to prisoners, as a means of human rehabilitation essential to 
an enlightened penology. To avoid competition of its products in the market 
place, the law tells the departments to buy first the products of the Federal 
Prison Industries. 

Other activities may be so technical, scientific, secret, or sensitive as to prevent 
the employment of independent contractors, whose workers might not be under 
such immediate or possible effective control. 

In the second class of Government activities paralleling commercial enterprise 
are the numerous agencies selling a product or service to the general public. In 
order to adopt the flexibility and freedom of control common to private business, 
it became customary to charter these activities as Government corporations. The 
TVA sells power, VICO sells sugar, FNMA buys mortgages, FHA insures mort- 
gages, CCC buys and sells grain, and Export-Import Bank and others make loans. 

The Government Corporation Control Act, 1945, provides that Government 
corporations be audited by the General Accounting Office in accordance with the 
principles and procedures applicable to commercial corporate transactions. 
Stated as simply as possible, the primary purpose of the audits is to determine 
how well the corporation under audit has discharged its financial responsibilities. 
Since 1945 the Comptroller General has submitted to the Congress numerous 
audit reports and recommendations on these corporations, consistently advocating 
that these enterprises should show all costs. Whether these costs are actually 
paid or merely imputed is not particularly important, so long as they are accurate 
figures and given proper consideration in setting sales prices or other charges for 
services. 
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If items are omitted in cost calculations, a fictitious financial picture may be 
reported. Goods and services may be sold at a loss or if the activity is a loss 
operation the true cost to the taxpayer may not be shown 

In the third class of Government activities paralleling private enterprise are the 
many and widely scattered services which the Government furnishes some of its 
own employees, particularly those stationed in the field or abroad and those in the 
military branches, 

One example is civilian employees’ housing, which is provided to very roughly 6 
percent (or 122,000) of the employees in the field. For military personnel, based 


perhaps upon the comparative isolation of Many military posts, it has been the 
practice to furnish a wide variety of goods and services, for some of which a charge 
is made. A significant part of our program for inspection of these activities’ costs 
is checking to require the assessment and collection of charges reasonably caleu- 
lated to recover the Government’s costs. This may include cost of meals, co 


missaries, post exchanges, and a variety of other items. It can hardly be said 
with confidence as to any one of the itens that the Government recovers its costs, 
or that all of these activities are not in competition with private business 

The Budget and Accounting Procedures Act of 1950 places upon the head of 
each executive agency the responsibility to establish and maintain systems of 
accounting and internal control fitted to the managenent needs of the agency, 
provide reliable reports which disclose the financial results of its activities and 
accomplish those other purposes that accounting should serve in any well-run 
business. In carrying out this responsibility, the agency is required by statute to 
observe principles and standards prescribed by the Comptroller Genera 

The Comptroller General has prescribed principles and standards, in general 
terms, which deal with the development of adequate and effective accounting 
systems and the General Accounting Office works cooperatively with the agencies 
in the development of their accounting systems under the joint accounting im- 
provement program. Through this working arrangement the principles and 
standards are supplemented by specific guidance and the GAO adds to its ex- 
perience in the development and application of practical accounting improvements. 

The Comptroller General, in prescribing principles and standards, defines cost 
accounting as that method of accounting which brings together all appropriate 
elements of cost incurred to accomplish a purpose, to carry on an activity or opera- 
tion, or to complete a unit of work or a specific job. The principles then indicate 
the necessity for and appropriate use of cost accounting under several types of 
situations, with emphasis on the ultimate test, i. e., will cost accounting in a given 
situation contribute to better management and economy? 

One of these areas might best be described as responsibility costs. By this we 
mean cost data geared to a»signments of management responsibility Such data 
can be used to evaluate and improve administrative effectiveness in terms of work 
accomplished in relation to cost, to furnish a better basis for budget estimates 
and to fully inform the Congress what the program is costing the taxpaver. This 
is the widest use of cost accounting in Government today and much stress is 
being laid upon this use of cost data, particularly to improve budgeting. 

A second area is the one of particular interest to this committee, namely, cost 
data upon which to base sales prices or reimbursements for intragovernmental 
services or cost of a product or service. For these purposes, the principles and 
standards prescribed by the Comptroller General state that in such instances * * * 
a substantially complete and precise use of cost accounting would be necessary. 
The use of cost accounting in this area is progressing satisfactorily in many Govern- 
ment agencies. Particularly noteworthy are accomplishments in the field of 
public power, some activities in the General Services Administration, the Bureau 
of Engraving and Printing and the Bureau of the Mint in the Treasury, and 
industrial funds in the Department of Defense. 

Notwithstanding these achievements, much remains to be done and many 
improvements are underway. One source of some misunderstanding is worthy 
of discussion. Cost-accounting systems in government, as well as industry, deal 
with the dollars that flow through the business. In the ease of industry, this 
usually results in a complete cost of the product or-service because it includes 
depreciation, applicable personnel costs, taxes, interest, etc. Conversely, in 
government, the flow of dollars through the business may not result in arriving at 
a complete cost because the particular undertaking is frequently not permitted 
by statute to recover depreciation in its sales price, May not pay interest on its 

capital, may be furnished personnel without charge from appropriated funds, etc. 
Obviously, under such circumstances, the two sets of cost data are not comparable 
when confined to book figures, and yet each set of books is complete in the sense 
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The CuairMan. You may proceed 

Mr. Krtuer. We point out that your objectives could be accom- 
plished by a declaration of policy by the Congress, and directing that 
the President, operating through the Bureau of the Budget, carry out 
this policy 

There is another comment I would like to make on H. R. 9835. If 
[ read it correctly, the bill would give the President authority to abol- 
ish, terrinate, and transfer any agency 

[ think Congress would want to reserve for itself the right to termi- 
nate an agency or activ it\ which is set up by law. 
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The CHAIRMAN. You feel that the language of H. R. 9835 as orig 
inally subiritted gave to the executive branch broader powers than 
Congress should give then 

Mr. Ketter. No. It is even broader than the power given in the 
reorganization acts which have been ——— by the Congress. where 
you required reorganization plans core up and be considered 

Mr. Osmers. Do vou have the same objection to giving to the Secre- 
tary of Commerce certain authority as contained in H. R. 9890 that 
vou do have to the broad language of H. R. 8832? 

Mr. Kexiuer. I do not recall that you gave the Secretary of Com- 
merce the right to actually abolish anything. 

Mr. Osmers. I was changing the subject there, Mr. Keller 

I realize that we do not give him that power. I was talking specifi- 
cally about the differences between H. R. 8832 and H. R. 9890. H.R. 
8832 which this committee has abandoned for discussion at this time, 
provides for a board. H.R. 9890 delegates, or names in the executive 
department, the Secretary of Commerce, and cloaks him with the 
authority to receive complaints. 

Mr. Ketuer. I think the approach of H. R. 9890 is all right. 1 
say that because the General Accounting Office does not favor setting 
up any board, commission, or new agency that is not absolutely 
necessary. 

Mr. Osmers. Do you feel there is anything impractical or risky or 
troublesome contained in the suggestion that before new competitive- 
type activities would be established in the executive department, that 
the department should go to the Director of the Budget and state its 
case? 

Mr. Kewuer. I see nothing wrong with that whatsoever. I think 
the Bureau of the Budget, as far as the executive departments are 
concerned, is probably a good one to have in the picture. When you 
have to make your case in order to get funds to operate with, or get 
your budget approved, you usually accomplish a means of control. 

Mr. Osmers. Do you feel that it would be helpful to the Congress 
and to the Office of the Comptroller General if the President each 
year was required to submit a report on the progress made in this 
field? 

Mr. Keuuer. I think definitely it would. If the Congress, as a 
matter of policy, wants to announce that the Governn ent is not to 
compete with private industry, — they have a very good reeson 
for doing so, I think it is only right that the President should n ake a 
report once a year as to what he has done about it. 

Of course, many of these activities can be term inated adm inistra- 
tively. 

They were set up administratively, and they can be discontinued 
administratively. Other activities were set up by statute. Congress 
is going to have to change the law to tern inate then 

The CHAIRMAN. You were critical of the authority in H. R. 9835 
which would give the President power to modify or abolish functions 
and activities, and transfer them. ‘That was taken care of by the 
Lantaff amendment which was proposed the other day. 

Mr. Keuuer. I have not seen the amendyent, Mr. Hoffman. 

The CuatrMan. | thought you probably had not, and the amend- 
ment has not been voted on, but the striking of those provisions was 
carried in that amendment. 
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Mr. Keutxer. I pointed out the question of certain activities that 
the Congress set up itself. If they are to be terminated I think the 
Congress should O. K. it rather than to give the authority to the 
executive depart nent to abolish them. 

Mr. Founrarn. I have one question 

Do you know of any authority which this legislation gives the 
executive department which it does not already have, to eliminate 
Government competition with private enterprise? 

Mr. Ketter. Of course, H. R. 9835 would go further than that, 
but in answer to your question, I do not know any general law that 
says the Government has to compete with private industry. 

In other words, activities have been set, administratively. 

They can be discontinued the same way. I think what you want 
is some emphasis to get the job done. 

Mr. Fountain. In other words, any legislation which we might 
pass would be, more or less, a declaration of policy; would it not? 

Mr. Ketier. I do not see how you can do otherwise. I do not 
think Congress can take the time to go into the paint-and-rope 
business, and say ‘‘You shall do this, and you shall not do that.” 

[t is up to Congress to establish the policy and then up to the 
executive to carry out the mechanics, make the decisions, and justify 
their actions 

Mr. Osmers. Could there, however, be set up a simpler procedure 
to deal with the existing activities, and to deal with possible new 
activities to provide us and the public with a report? 

Mr. Keuuer. H. R. 9890 is not too complicated. 

Mr. Dawson. Did you hear the testimony of the gentleman from 
the Commerce Department? 

Mr. Keuuer. Yes, sir. 

Mr. Dawson. You heard his testimony as to what they are doing 
to eliminate competition with private enterprise. 

Mr. Keuuer. Yes, sir. 

Mr. Dawson. Do you not think they meet the situation, and do 
you not think that the Commerce Department is peculiarly the De- 
partment of Government which ought to be interested in business, 
large and small? 

Mr. Keuuer. I definitely agree that the Commerce Department 
should be in the picture and I think the Bureau of the Budget should 
be coupled in there with it. 

Mr. Dawson. That is professional jealousy. 

Mr. Ketxier. No, sir; I say that because in dealing within the 
Government a department cannot always tell another department 


Vv ] at to do. It is a matter of persuasion. The Bureau of the Budget 
usually has the backing of the President, being located directly in his 
office. It could help break a deadlock. 


I want to reiterate you are looking into a matter that can be done 
without legislation. There is a question of whether you want to put 
on emphasis by writing a policy in a law which makes it pretty clear 
what Congress wants the executive departments to do in this field. 

Mr. Dawson. Well, is it clear that the President now has too many 
reports to meke, and we are trying to find means of relieving him of 
part of his responsibility to make reports? 

It is such a killing job 

Mr. Ketter. That is true 
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Mr. Dawson. Why put another burden on him? 

Mr. Keuxer. If you do not ask for an accounting once in a while 
of what someone has done, often nothing is accomplished. 

Mr. Dawson. We will still have the General Accounting Office of 
the Congress. 

Mr. Osmers. I am glad, Mr. Chairman, that Mr. Keller agrees 
with us that the Department of Commerce is the right place, and that 
is why I think the original H. R. 9890 was good. 

Mr. Dawson. They are already doing it, and no legislation is 
needed. 

Mr. Osmers. There seems to be mild objections from some seg- 
ments of American business about the job that is being done at the 
present time. 

I must say that in the limited time that they have had to work, 
they certainly have done a good job, under the prodding of the Bonner 
subcommittee, and the Harden subcommittee. They have done more 
to bring about the present situation than has been done in all the years, 

The CHarrRMAN. Do not leave out the Hoover Commission. 

Mr. Osmers. The Hoover Commission is still studying the matter. 

The CuarrMan. Also, do not leave out Secretary Wilson’s activities, 
either. 

Mr. Dawson. However, the Congress is riding herd on this 
situation. 

The Cuarrman. All right; if we have heard all the witnesses, we 
want to thank you very, very much, and we appreciate your coming 
and giving us the benefit of your testimony. 

If there is nothing further, the committee stands adjourned, and we 
will meet again Wednesday morning. 

(Thereupon, at 1:05 p. m., the committee adjourned the hearing.) 
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